NDUSTRY CIRCULAR

OFFICE OF THE COMMISSIONER OF INTERNAL REVENUE

ALCOHOL AND TOBACCO TAX DIVISION WASHINGTON 25, D. C.

Industry Circular No. 61-38 September 1, 1961
NEW REGULATIONS RELATING TO MANUFACTURE OF TOBACCO PRODUCTS
Manufacturers of tobacco products:

se. This industry circular is to call your attention to
the new regulations in 26 CFR Part 270, concerning the manufacture
of tobacco, cigers, and cigarettes, which become effective
October 1, 1961, to highlight the major changes in procedures
and requirements, and to furnish information to aid you in the
transition from the superseded regulations to the new regulations.
A reprint of the regulations, as published in the Federal Register
on August 31, 1961, is attached.

Regulations to be Superseded, These new regulations will
supersede the provisions of existing regulations in 26 CFR Part
270, 26 CFR Part 275, and Subpart E of 26 CFR Part 296, insofar
as they relate to the domestic manufacture of tobacco products.
Provisions relating to importation of tobacco products will be
contained in the regulations in 26 CFR Part 275 which part also
becomes effective on October 1, 1961.

Background. Industry Circular No. 61-27, dated June 20, 1961,
advised you of the publication of the proposed regulations in the
Federal Register on June 7, 1961 (26 F. R. 5046). These new regu-
lations are primarily intended to bring together in one part all
internal revenue provisions relating to the domestic menufacture
of tobacco products and to institute the tobacco products factory
concept as contemplated by the Excise Tax Technical Changes Act of
1958 (Public Law 85-859, T2 Stat. 1275).

Qualification as a Manufacturer of Tobacco Products. On and
after the effective date of the new regulations in Part 270 any
application for a new permit should be as a "Manufacturer of
Tobacco Products," and the new permit will be issued without limi-
tation as to the kind of tobacco product that may be manufactured
or received in bond.

If you hold a permit as a manufacturer of cigars and cigarettes
or as a manufacturer of tobacco on October 1, 1961, you may con-
tinue the operations authorized by such permit., However, if you
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wish to qualify as a manufacturer of tobacco products without
limitation as to the kind of product you may produce or receive,
you must make application on Form 2093 to your assistant regional
comnissioner (alcohol and tobacco tax) for a permit as a manu-
facturer of tobacco products. For example, if you hold both a

"C" and a "T" permit in the same city, town, or village and wish
to combine these operations under one permit, or if you hold a

"T" permit and desire to receive cigarettes in bond, you must

make application and qualify as a manufacturer of tobacco products.

Where application for permit is made on a Form 2093 printed
prior to April 1961 you should modify item 6 to show "Manufacturer
of Tobacco Products” as the business in which you will be engaged.

If you do not make application for a permit as a manufacturer
of tobacco products, the assistant regional commissioner will issue
you a substitute permit as a manufacturer of tobacco products to
replace your permit as a manufacturer of cigars and cigarettes or
as a manufacturer of tobacco, This substitute permit will bear a
notation limiting operations thereunder either to cigers and
cigarettes or to manufactured tobacco, consistent with your present
permit.

Permit Numbers. New series of numbers will be assigned to
vermits issued as 'Manufacturer of Tobacco Products" whether or
not the permit is limited to the manufacture of specific kinds of
products. A separate numerical series, beginning with "1", will
be used for each State, the number to be prefaced by the symbol
"TP" and followed by the name (or abbreviation) of the State. You
may, if you desire, request retention of the number in your present
permit, and insofar as possible it will be reassigned to you.
Therefore, if you wish to retaln your present number you should
notify your assistant regiomal commissioner by letter not later
than September 25,1961, If you have not notified the assistant
regional commissioner by this date that you wish to retain your
present number, he will issue your new or substitute permit with
a number in the new series.

Bonds. Your present bond (Form 2099 for a manufacturer of
tobacco or Form 2100 for a manufacturer of cigars and cigarettes)
will continue in effect unless you requalify as & manufacturer of
tobacco products or are otherwise required by regulations to file
a new bond. A new bond, as well as a bond to strengthen or super-
sede an outstanding bond on Form 2099 or 2100, should be filed on
Form 3070, "Bond - Manufacturer of Tobacco Products.™

Under section 270.133 of the new regulations it is your respon-
sibility to determine the sufficiency of the bond (based on the total
quantity of all tobacco products manufactured, received in bond from
other factories and export warehouses, or released in bond from
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customs custody, during any calendar month), and when the bond is
no longer sufficient to immediately file a strengthening or
superseding bond,

The meximum amount of the individual bond of a manufacturer of
tobacco products has been reduced to $250,000 for a manufacturer
producing or receiving cigarettes in bond, $150,000 for a manufacturer
producing or receiving cigars in bond, end $25,000 for a manufacturer
producing or receiving manufactured tobacco in bond. Where more
than one kind of product 1s produced or received in a factory the bond
for that factory need not exceed the largest maximum amount prescribed
for the products produced or received therein. For example, the amount
of bond for a manufacturer producing or receiving cigarettes and
tobacco need not exceed $250,000, the maximum prescribed for
cigarettes.

You are no longer required to have available at the factory the
copy of the approved bond returned to you by the assistant regional
commissioner,

Blanket Bonds. I1f you operate more than one factory in the same
region you may file a blanket bond for any or all of the factories in
the same region based on the following:

Total amount of individual bonds Amount of blanket bond

Less than $250,000 100 percent of total amount
$250,000 but not in excess of $250,000 plus 50 percent of
$500,000 all over $250,000

$500,000 or more $375,000 plus 25 percent of

all over $500,000

Other Businesses in Factory. Provisions have been included in the
new regulations whereby you may, upon approvael of the Director, Alcohol
and Tobacco Tax Division, conduct businesses within the factory other
than as a manufacturer of tobacco products.

Semimonthly Tax Returns. The new semimonthly tax return, Form
3071, "Tax Return - Manufacturer of Tobacco Products,"” should be
used after the effective date of the new regulations. The informa-
tion required to be shown on this form is substantially the same as
was required on the superseded tax return form except that the
listing of dally removals subject to tax is no longer required.
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Your tax return for the period of changeover to the new regu-
lations ( Sept. 24, 1961 through October 8, 1961) should be
filed on the new tax return, Form 3071. If you requalify as a
manufacturer of tobacco products you must file a semimonthly tax
return for that portion of the return period through the date of
discontinuance of business under your old permit and another tax
return for that portion of the return period beginning with the
date of commencing business under the new permit. In both cases
the tax returns are required to be filed not later than the third
business day following the close of the return period.

Records. As in the superseded regulations, the new regulations
provide that a manufacturer who does not maintain commercial records
vhich adequately reflect his operations must keep records on internal
revenue forms., New records Form 3063, "Record of Tobacco Materials
(Manufacturer of Tobacco Products),”" Form 3064,"Record of Manufactured
Tobacco," Form 3065, "Record of Large Cigars," and Form 3066, "Record
of Small Cigars and Large and Small Cigarettes,” have been provided
for use on and after the effective date of the new regulations.

Under the new regulations, if you desire to keep your factory
records on a 2hk-hour cycle of operation other than a calendar day
you should make spplication to your assistant regional commissioner
(alcohol and tobacco tax) for such authorization. A 2k-hour cycle
of operation once so established may be changed only by like appli-
cation approved by the assistant regional commissioner.

The individual removal record system which you provide in
support of removals subject to tax (as required by section 270.18k
of the regulations) should not include tax determined products re-
celved and removed with no change in tax status, unless such in-
dividual record clearly identifies such previously tax determined
products. If the record system used to support removels subject to
tax includes previously tax determined products, then in the absence
of some positive differentiation between these two kinds of removals
tax must be determined and paid on all products recorded in such
record system.

Inventories. If you requalify as s manufacturer of tobacco
products under the new regulations you must make and submit to the
assistant regional commissimer (alcohol and tobacco tax) concluding
and commencing inventories. The commencing inventory will be on
Form 3067, "Inventory - Manufacturer of Tobacco Products.” Where
only one factory is concerned the commencing inventory will also
serve as the concluding inventory. However, where two or more
factories are to be combined under one permit, separate concluding
inventories for each factory must be made and submitted, on Forms
3067 if made on or after October 1, 1961, or on Forms 2130 or
2131 if made on September 30, 1961.
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Reports. Forms 2134 and 2136, monthly reports of manufacturers
of tobacco and manufacturers of cigars and cigarettes, have been
superseded by a combined revised report, Form 3068, "Monthly Report -
Manufacturer of Tobacco Products.” The new form, for reporting op-
erations and transactions occurring on and after October 1, 1961,
provides for reporting separately all tobacco products lost and
destroyed. Therefore, all tobacco products destroyed during the
month covered by the report, whether under internal revenue super-
vision or under authorization of the assistant regional commissioner,
should be reported on the "DESTRUCTION" line, while tobacco products
lost, either by theft or by casuvalty, should be reported on the
"LOSS" 1line.

Reports for each month prior to the effective date of the new
regulations will be on Form 2134 or 2136, as appropriate, and re-
ports for each month thereafter will be on Form 3068. Where a
manufacturer requalifies the concluding and commencing reports
should be marked "Concluding Report" and "Commencing Report,"
respectively,

An error was made in the printing of Form 3068 (April 1961)
and the footnote on the reverse of the form should read "Enter
total in item 24, colum (a)," instead of "Enter total in item 23,
columm (a)."

Packages, Manufacturers issued new or substitute permits may
use existing supplies of packaging materials bearing a "C" or "T"
permit number until the supplies are exhausted. Thereafter, the
packages must bear the "TP" permit number.

In recognition of the problems which arise in connection with
the transfer of packaging materials, or packages of tobacco products
in bond, from one factory to another, section 270,212 now provides
that the Director, Alcohol and Tobacco Tax Division, may authorize
the marking of packages with only the name of the manufacturer if
the factory of production is ildentified on the package by a state-~
ment, symbol, or other means (other than the permit number),
approved by the Director.

Notice for Large Cigars. If you so desire, the word '"Class"
may be eliminated from the notice for large cigars since it is no
longer required by regulation.

Receipt of Tobacco Products. Under the new regulations any
tobacco products which you are authorized to produce under your
permit or any tobacco products on which the tax has been determined
(including products on which the tex has been paid) may be received
into your factory without intermal revenue supervision. However,
tobacco products on which the tax has been determined must be
segregated and so identified.
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Destruction of Tobacco Products. If you desire to destroy
tobacco products which have been entered in your factory records
as manufactured or received, without salvaging the materials, you
should notify your assistant regional commissioner (alcohol and
tobacco tax) of the kind and quantity of tobacco products to be
destroyed, the intended method of destruction, and the date on
which you desire to destroy such products. The assistant reglonal
comnissioner will, as provided in section 270.253, either authorize
you to accomplish the destruction without supervision or assign an
internal revenue officer to supervise the destruction.

Claims. The procedure for the filing of claims for allowance
or refund of tax under the new regulations is the same as under the
superseded regulations except that the schedule will be prepared on
Form 3069, "Schedule of Tobacco Products or Cigarette Papers or
Tubes Withdrawn from the Market," rather than on Form 177, and when
tobacco products are withdrawn from the market the assistant
regional commissioner may, upon receipt of the schedule, Form 3069,
assign an internal revenue officer to supervise disposition of the
tobacco products or he may authorize you to dispose of the products
without supervision.

The new regulations also prescribe the use of Form 2635,
"Claim - Alcohol and Tobacco Taxes," to be used by you when filing
a clalm for remission or allowance of tax. You will continue to
use Form 843 when filing claims for abatement or refund of tax.

Sign. The new regulations discontinue the former requirement
that a sign be posted at the factory.

Retention of Records. All records required to be maintained,
including coples of authorizations, claims, inventories, notices,
reports, returns, scheduleg, etc., must be kept for three years
following the close of the calendar year in which made or filed or
in which the operations authorized are concluded,

Supply of Revised Forms, A supply of the Semimonthly Tax Return,
Form 3071, and Monthly Report, Form 3068, will be furnished all manu-
facturers. A supply of the appropriate Record Forms, Form 3063, 306k,
3065, and 3066,will be furnished those manufacturers who are presently
using internal revenue records rather than commercial records. Ad-
ditional supplies of these forms and any other forms required by the
nevw regulations may be obtained from your assistant regional
commissioner (alcohol and tobacco tax).

Forms to be Superseded. The Schedule of Taxpaid Tobacco
Products Withdrawn from the Market, Form 177, Inventories, Forms
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2130 apd 2131, Records, Forms 2141, 2142, and 2143, and Tax
Returns, Forms 2618, 2619, and 2620, become obsolete on October
1, 1961. Monthly Reports, Forms 2134 and 2136, become obso-
lete after reporting operations and transactions occurring for
the month of September 1961. Please destroy after these dates
any supply of the unused forms you may have on hand.

Inquiries. Inquiries regarding this circular should refer
to its number and be addressed to the office of your assistant
regional commissioner (alcohol and tobacco tax).

”Aiz4ikt«z%; 7’4i¥:£ié??,
Dwight E. Avis
Director, Alcohol and Tobacco T

Division

Attachment



UNITED STATES TREASURY DEPARTMENT

INTERNAL REVENUE SERVICE

Reprinted from FEDERAL REGISTER, August 31, 1961

Title 26—INTERNAL REVENUE

Ny Chapter |—Internal Revenue Service,
Department of the Treasury

SUBCHAPTER E—ALCOHOL, TOBACCO, AND
OTHER EXCISE TAXES

PART 270—MANUFACTURE OF
TOBACCO PRODUCTS

On June 7, 1961, a nolice of proposcd
rule making with respect to regulations
designaled as Part 270 of Title 26 of the
Code of Federal Regulations was pub-
lished in the FEbpeErRAL REGISTER (26 F.R.
5046). The proposed regulations pre-
scribe provisions relating to the produc-
tion and taxpayment of cigars, ciga-

(over)
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rettes, and manufactured tobacco in a
single part of the regulations and insti-
tute the tobacco products factory con-
cept as contemplated by the Excise Tax
Technical Changes Act of 1958 (Public
Law 85-859, 72 Stat. 1275).

In accordance with the notice, inter-
ested persons were afforded an oppor-
tunity to submit for consideration any
comments or suggestions pertaining
thereto. After consideration of all such
relevant matter as was presented by
interested persons regarding the rules
proposed and after making editorial,
clarifying, and liberalizing changes, the
regulations as so published are hereby
adopted subject to the changes set forth
below.

1. Section 270.1 is changed by insert-
ing after the word “‘payment’” the phrase
“by manufacturers of tobacco products”.

2. Section 270.11 is changed:

(A) By rewording the definition of
“Manufacturer of tobacco” to read “Any
manufacturer of tobacco products who
prepares, processes, manipulates, or
packages, for removal, or merely re-
moves, tobacco (other than cigars and
cigarettes) for consumption by smokiug
or for use in tlie mouth or nose.”

(B) By rewording the first sentence
of the definition of '“I'obacco materials”
to read ‘“Tobacco (other than manu-
factured tobacco, cigars, and cigarettes),
including tobacco in process, Perique,
Black Fat, leaf tobacco, and tobacco
scraps, cuttings, clippings, siftings,
stems, and waste.”

(C) By inserting in the definition of
“Waste”, after the word ‘“Tobacco” the
first time it appears, the word ‘‘ma-
terials”.

3. Section 270.44 is changed by re-
wording the second sentcnce to read
‘““Where the products are not sold, the
officer may deliver them to a Federal or
State hospital or institution (if they are
fit for consumption) or cause their de-
struction by burning completely or by
rendering them unfit for consumption.”

4, Section 270.63 is changed by re-
wording the second and third sentences
to read “The corporation shall also
furnish evidence, in duplicate, of the
identity of the officers and directors, and
each person who holds more than ten
percent of the stock of such corporation.
Where any of the information required
by this section has previously been filed
with the same assistant regional com-
missioner and such information is cur-
rently complete and accurate, 2 written
statement, in duplicate, to that eflect by
the corporation, will be sufficient for the
purpose of this section.

5. The second scntence of § 270.64 is
changed to read “Where a partnership
or association has previously filed such
documents with the same assistant
regional commissioner and such docu-
ments are currently complete and
accurate, a written statement, in dupli-
cate, to that effect by the partnership
or association, will be sufficient for the
purpose of this section.”

6. The second sentence of § 270.65 is
changed to read “If no such certificate
or other document is so required, a
written statement, in duplicate, to that

effect by such person, will be sufficient
for the purpose of this section.”

7. The first sentence of § 270.68 is
changed by striking the words “under
this part” and inserting in lieu thereof
the words “to be executed”.

8, The first sentence of §270.74 is
changed by inserting the word ‘“and”
after the word “permit” the first time
it appears in the sentence.

9. Section 270.102 is changed by
striking the fourth sentence and insert-
ing in lieu thereof new fourth and fifth
sentences to read ‘““The predecessor shall
make a concluding inventory and con-
cluding report, in accordance with the
provisions of §270.201 and § 270.202,
respectively, and surrender his permit
with such inventory and report. The
successor shall make a commencing in-
ventory and commencing report in ac-
cordance with the provisions of § 270.201
and § 270.202, respcctively.”

10, Section 270.113 is changed by re-
wording the second sentence to read
“The manufacturer shall notify the
assistant regional commissioner for the
region from which he is removing his
factory of his qualification in the new
region, giving the address of the new
location of his factory and the number
of the permit issued to him in the new
region, make a concluding inventory and
concluding report in accordance with
the provisions of § 270.201 and § 270.202,
respectively, and surrender the permit
for his old location with such inventory
and report.”

11. Section 270.212 is changed by strik-
ing “such factory.” and adding the fol-
lowing “the factory from which such
products are to be so removed: Provided,
That the Director may on application
authorize a manufacturer to mark pack-
ages of tobacco products manufactured
in and removed subject to tax from any
of his factorics with only the name of
the manufacturer if the factory of pro-
duction is identified on the package by
a statement (e.g.,, manufactured in
Richmond, Va.), symbol], or other means
(other than a permit number), approved
by the Director.”

12. The first sentence of § 270.251 is
changed by striking the phrase “or the
cxtension of coverage of bond”.

13. Section 270.252 is changed by strik-
ing “§ 270.311.” at the end of the third
sentence and inserting “§§ 270.311 and
270.313.”

14, Section 270.253 is changed by strik-
ing “§270.311.” at the end of the fifth
sentence and inserting “§§ 270.311 and
270.313.”

Effective date. The regulations in this
part shall be effective on the first day of
the first month which begins not less
than 30 days following the date of publi-
cation in the FEDERAL REGISTER.

Thesc regulations are issued under the
authority contained in section 7805 of
the Internal Revenue Code of 1954 (68A
Stat. 917; 26 U.S.C. 7805).

[seAL] MORTIMER M. CAPLIN,
Commissioner of Internal Revenue.

Approved: August 28, 1961.

STANLEY 8, SURREY,
Assistant Secretary of the
Treasury.

Preamble. 1. These regulations, 26
CFR Part 270, “Manufacture of Tobacco
Products,” are promulgated to prescribe
provisions relating to the production and
taxpayment of cigars, cigarettes, and
manufactured tobacco in a gingle part
of this chapter, and to implement the
Internal Revenue Code of 1954 as
amended by the Excise Tax Technical
Changes Act of 1958 (Public Law 85-
8569, 72 Stat. 1275). These regulations
supersede the existing regulations in 26
CFR Part 270 and Subpart E of 26 CFR
Part 296 in their entirety, and prescribe
revision of provisions formerly included
in 26 CFR Part 270 relating to manufac-
turers of cigars and cigarettes, prescribe
revision of provisions formerly included
in 26 CFR Part 275 relating to manu-
facturers of tobacco, and prescribe revi-
sion of provisions formerly included in
Subpart E of 26 CFR Part 296 relating
to taxpayment of cigars, cigarettes, and
manufactured tobacco by manufacturers
of tobacco products.

2. These regulations shall not affect
any act done, or any liability or right ac-
cruing or accrued, or any suit or pro-
ceeding had or commenced, before the
effective date of these regulations.

Subpart A—-Scope of Regulations

See,
270.1 Manufacture of tobacco products.
270.2 Territorial extent.
Subpart B——Definitions
270.11  Meaning of terms.
Subpart C—Taxes
270.21 Cligar tax rates.
270.22 Classification of large cigars.
270.23  Cigarette tax rates.
270.24 Classification of cigarettes.
27025 Manufactured tobacco tax rate.
270.26 Persons llable for tax.
270.27  Asgessment.
Subpart D—Administrative Provisions
270.41 Forms prescribed.
270.42 Authority of internal revenue offi-
cors to enter premises.
270.43 Interference with administration.
270.44 Disposal of forfeited, condemned,
and abandoned tobacco products.
27045  Alternate methods or procedures.
270.46 Emergency variations from require-
ments.
270.47  Other busincsscs within factory.
270.48 Penaltles and forfeitures.

Subpart E—Qualification Requirements for
Manufacturers

270.61 Persons required to qualify.

270,62 Application for permit.

270.63 Corporate documents.

270.64  Articles of partnership or associa-
tlon.

270.65 Trade name certificate.

270.68 Bond.

270.67 Blanket bond.

270.68 Power of attorney.

270.69 Factory premtises.

270,70 Separation of and access to factory.

270.71 Pactorles established prior to ef-
fective date,

270.72 Use of factory premises,

270.73  Additional information.

270.7¢ Investigation of applicant.

270.756  Issuance of permit.

270,76 Retention of permit and support-

ing documents.
Syubpart F—Changes After Original Qualification
of Manufacturers
CHANGES IN NAME

270.91 Change in indlvidual name.
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Sec.
270.92 Change In trade name,
270.83 Change in corporate name.

CHANGES IN QOWNERSHIP AND CONTROL
270.101 Fiduclary successor.
270.102 Transfer of ownership.
270.103 Change In officers, directors, or
stockholders of a corporation.

270,104 Change in control of a corporation,

CHANGES IN LOCATION AND FACTORY

270.111 Change in locatlon within same
reglon,
270.112 Change In address.
270.113 Change in location to another re-
ion.

270.114 Extenslon or curtailment of factory,
Subpart G—Bonds and Extensions of Coverage
of Bonds

270.131
270.132

Corporate surety.

Deposit of aecuritles in lleu of cor-

porate surety.

Amount of individual bond.

Amount of blanket bond.

Strengthening bond.

Superseding bond.

Extenslon of coverage of bond.

Approval of bond and extension of
coverage of bond.

Termination of surety’s liablllity,

Release of pledged securities.

Extension of coverage for bond ex-
ecuted prior to June 24, 1959,

270.133
270,134
270.135
270.136
270.137
270.138

270.139
270.140
270.141

Subpart H—Operations by Manufacturers

DETERMINATION AND PAYMENT oF TAXFS ON
Toracco PRODUCTS

Determination of tax and method of
payment.

Semimonthly tax return.

Sernimonthly tax return periods.

Adjustments in the semimonthly
return.

Time of flling semimonthly return.

Default, prepayment of tax re-
qulired.

Prepayment tax return.

Remlttance with return.

270.161

270.162
270.163
270.164

270.165
270.166

270.167
270.168

RECORDS

270.181
270.182
270.183
270.184

Gencral.

Record of tohacco materials.

Rccord of tobacco products.

Record in support of removals sub-
Ject to tax.

270.185 Retention of records,

INVENTOQRIES AND REPORTS

270.201
270.202

Inventories.
Reports.

PACKAGES

270211
270.212
270.213
270.214
270.216

Packnge.

Mark.

Notice for manufactured tobacco.
Notice for clgars.

Notlee for cigarettes.

EXEMPTION FROM TAXES oN ToBaCco PrRoDUCTS
270.231
270.232

270.233
270.234

Consumption by employees.

Experimental purposes.

Transfer in bond.

Removal for use of the United
States.

Removal for export purposes.

Reclease from customs custody.

270.235
270,236

OTHER PROVISIONS RELATING TO
‘I'oBacco PropuUCTS

270.251
270.252
270.253
270.254

Emergency storage.
Reduction to materlals.
Destructlon.

Recelpt into factory.

TOBACCO MATERIALS

270.261
270.262
270.263

Storage.
Shipment or delivery.
Fumlgation.

Bec.

270264 Destruction.

270.266 Loss by theft or casualty.
270266 Release from customs custody.

Subpart |—Claims by Manufacturers
GENERAL

270.281
270.282
270.283
270.284
270.285

Tobacco PropucTtS LoST OR DESTROYED
270.301

Abatement of assessment.
Allowance of tax.
Refund of tax,

Remlssion of tax llabllity.
Redemption of stamps.

Actlon by claimant.

ToBACCO PRODUCTS WITHDRAWN
FROM THE MARKET

270.311 Action by claimant.

270.312 Action by assistant regional com-
missioner.

270313 Disposition of tobacco products and
schedule.

Subpart J—>Suspension and Discontinuance of

Operations by Manufacturers

270.331 Discontinuance of operations.

270.332 Suspension and revocation of per-
mit.

AuTHORITY: §§ 270.1 to 270.332 are issued

under section 78056, 68A Stat. 817; 26 U.8.C.
7805. Additlonal authority 18 clted in
parentheses following the sections affected,

Subpart A—Scope of Regulations
§ 270.1

ucts.

This part contains the regulations re-
lating to the manufacture of tobacco
products; the payment by manufactur-
ers of tobacco products of internal reve-
nue taxes imposed by Chapter 52 of the
Internal Revenue Code; and the qualifi-
cation of and operations by manufac-
turers of tobacco products.

§ 270.2 Territorial extent.

The provisions of the regulations in
this part shall apply in the several States
of the United States and the District of
Columbia.

Manufacture of tobacco prod-

Subpart B—Definitions
§270.11

When uscd in this part and in forms
prescribed under this part, where not
otherwise distinctly expressed or mani-
festly incompatible with the intent
thereof, each of the following terms shall
have the meaning ascribed jn this sec-
tion. Words in the plural form shall in-
clude the singular, words in the singular
form shall include the plural, and words
importing the masculine gender shall in-
clude the feminine. The terms “in-
cludes” and “including’” do not exclude
things not enumerated which are in the
same general class.

Assistant regional commissioner. An
assistant regional commissioner (alcohol
and tobacco tax) who is responsible to,
and functions under the direction and
supervision of, a regional commissioner.

CFR. The Code of Federal Regula-
tions.

Meaning of terms.

Cigar. Any roll of tobacco wrapped in
tobacco.
Cigaretle. Any roll of tobacco,

wrapped in papel or any substance other

than tobacco.
Commissioner.

Internal Revenue.

The Commissioner of

11

Dealer in tobacco materials. Any per-
son who recelves and handles tobacco
materials for sale, shipment, or delivery
to another dealer in such materials, to
a manufacturer of tobacco products, or
to a foreign country, Puerto Rico, the
Virgin Islands, or a possession of the
United States, or who receives tobacco
materials, other than stems dand waste,
for use by him in the production of ferti-
lizer, insecticide, or nicotine. The term
“dealer in tobacco materials” shall not
include (a) an operator of a warehouse
who stores tobacco materials solely for a
qualifled dealer in tobacco materlals, for
a qualified manufacturer of tobacco
products, for a farmer or grower of
tobacco, or for a bona fide association
of farmers or growers of tobacco; (b)
a farmer or grower of tobacco with re-
speet to the sale of leaf tobacco of his
own growth or raising, or a bona fide
association of farmers or growers of
tobacco with respect to sales of leaf
tobacco grown by farmer or grower mem-
bers, if the tobacco so sold is in the con-
dition as cured on the farm: Provided,
That such assoclation maintains records
of all leaf tobacco acquired or received
and sold or otherwise disposed of by the
association, in accordance with Part 280
of this chapter; (¢) a person who buys
leaf tobacco on the floor of an auction
warchouse, or who buys leaf tobacco
from a farmer or grower, and places the
tobacco on the fioor of such a warehouse,
or who purchases and sells warehouse
receipts without taking physical posses-
sion of the tobacco covered thereby;
or (d) a qualified manufacturer of to-
bacco products with respect to tobacco
materials recelved by him under his bond
as such a manufacturer,

Delermined or determinalion. When
used with respect to the tax on tobacco
products, determined or determination
shall mean that the quantity, kind, and
class if applicable, of cigars, cigarettes,
or manufactured tobacco to be removed
subject to tax have been established as
prescribed by this part so that the tax
payable with respect thereto may be
caleulated.

Director. The Director, Alcohol and
Tobacco Tax Division, Internal Revenue
Service, Washington, D.C.

Districl director. A district director
of internal revenue,

Export warehouse. A bonded internal
revenue warehouse for the storage of
tobacco products and cigarette papers
and tubes, upon which the internal
revenue tax has not been peid, for sub-
sequent shipment to a forecign country,
Puerto Rico, the Virgin Islands, or a
possession of the United States, or for
consumption beyond the jurisdiction of
the internal revenue laws of the United
States. :

Ezporl warehouse proprietor. Any
person who opecrates an  export
warehouse.

Factory. The premises of n manufac-
turer of tobacco products as described
in his permit issued under Chapter 52,
ILRC.

In bond. The status of tobacco mate-
rials, tobacco products, and cigarette
papers and tubes, which come within the
coverage of a bond securing the payment
of internal revenue taxes Imposed by
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section 5701 or section 7652, ILR.C., and
in respect to which such taxes have not
been determined as provided by regula-
tions in this chapter, including (a) such
materials and articles in a factory, (b)
such materials and articles removed,
transferred, or released, pursuant to sec-
tion 5704, IL.LR.C.,, and with respect to
which relicf from the tax liability has
not occurred, and (c) such articles on
which the tax has been determined, or
with respect to which relief from the tax
liability has occurred, which havc becen
returned to the coverage of a bond.
Internal revenue officer. An officer or
employee of the Internal Revenue Serv-
ice duly authorized to perform any func-
tion relating to the administration or
enforcement of this part.
I.R.C. The Inlernal Revenue Code of
1954, as amended.
Large cigareltes. Cigaretles weighing
more than threc pounds per thousand.
Large cigars. Cigars weighing morc
than three pounds per thousand,
Manufaciured tobacco. Tobacco
(other than cigars and cigarettcs) pre-
pared, processed, manipulated, or pack-
aged, for removal, or merely removed,
for consumption by smoking or for use
in the mouth or nose, and any tobacco
(other than cigars and cigarcites), not
exempt from tax under Chapter 52,
ILR.C., sold or delivered to any person
contrary to the provisions of such chap-
ter or regulations thereunder.
Manufacturer of tobacco, Any manu-
facturer of tobacco products who pre-
pares, processes, manipulates, or pack-
ages, for removal, or merely removes,
tobacco (other than cigars and ciga-
rettes) for consumption by smoking or
for use in the mouth or nosec.
Manufacturer of tobacco producls.
Any person who manufactures cigars or
cigarettes, or who prepares, processes,
manipulates, or packasges, for removal,
or merely removes, tobacco (other than
cigars and cigarettes) for consumption
by smoking or for use in the mouth or
nose, or who sells or delivers any tobacco
(olher than cigars and cigarettes) con-
trary to the provisions of Chapter 52,
I.R.C., or regulations thercunder. The
term “manufacturer of tobacco prod-
ucts” shall not include (a) a person
who in any manner preparcs tobacco, or
produces cigars or cigarettes, solely for
his own personal consumption or use;
(b) a proprietor of a customs bonded
manufacturing warchousc with respect
to the operation of such warchouse; (¢)
a farmer or grower of tobacco wilh re-
spect to the sale of leaf tobacco of his
own growth or raising, if it is in the con-
dition as cured on the farm; or (d) a
bona fide association of farmers or grow-
ers of tobacco with respect to sales of
Icaf tobacco grown by farmer or grower
members, if the tobacco so sold is in the
condition as cured on the farm, and if
the association maintains records of all
leaf tobacco, acquired or received and
sold or otherwisc disposed of, in accord-
ance with Part 280 of this chapter.
Package. The container in which
tobacco products are put up by the
manufacturer and offered for sale or de-
livery to the consumer.

Person. An individual, partnership,
association, company, corporation, es-
tate, or trust.

Region, An internal revenue region,

Regional commissioner. A regional
commissioner of internal revenue.

Removal or remove. The removal of
tobacco products from the factory or re-
lease from customs custody, including
the smuggling or other unlawful im-
portation of such articles into the United
States.

Smuall cigarettes,
not more than
thousand.

Small cigars. Cigars weighing not
more than three pounds per thousand.

Stems. The stems or midribs of
tobacco.

This chapter. Chapter I, Tille 26,
Code of Federal Regulations.

Tobacco materials. Tobacco (other
than manufactured tobacco, cigars, and
cigarettes), including tobacco in proc-
ess, Perique, Black Fat, leaf tobacco, and
tobacco scraps, cuttings, clippings, sift-
ings, stems, and waste. Tobacco matc-
rials are cateporized:

(a) Unstemmed leas tobacco, Leaf
tobacco from which the stem or midrib
has not been removed.

(b) Other tobacco materials. Tobacco
malterials other than unstemmed leaf
tohacco.

Tobacco products. Manufactured to-
bacco, cigars, and cigarettes.

U.S.C. The United States Code.

Waste. Tobacco materials, including
dust, and foreign substances resulting
from the handling, manipulation, or
processing of tobacco, and which are
worthless for use in the manufacture of
tobacco products and have no market
value for that purpose.

Cigarcttes weighing
thrce pounds - ‘per

Subpart C—Taxes
§270.21

On cigars, manufactured in or im-
ported into the United States, the fol-
lowing taxes are imposed by law:

(a) Small cigars. 75 cents per thou-
sand.

(b) Large cigars. (1) If removed to
retail at not more than 2% cents each,
$2.50 per thousand;

(2) If removed to rctail at morec than
2% cents each and not more than 4 cents
each, $3 per thousand;

(3> If removed to retail at more than
4 cents each and not more than 6 cents
each, $4 per thousand;

(4) If removed to retail at more than
6 cents each and not more than 8 cents
cach, $7 per thousand;

(5) If removed to retail at more than
8 cents each and not more than 15 cents
each, $10 per thousand;

(6) If removed to retail at more than
15 cents each and not more than 20 cents
each, $15 per thousand; and

(7) If removed to retail at more than
20 cents each, $20 per thousand.

Cigars not exempt from tax under
Chapter 52, IR.C., and the provisions of
this part which are removed but not in-
tended for sale shall be taxed at the same
rate as similar cigars rcmoved for sale.

(72 Stat. 1414; 28 U.S.C. 5701)

Cigur 1ax rales.

§ 270.22 Classification of large cigars.

Large cigars are divided Into seven
classes, for tax purposes, corresponding
with the rates of tax imposed by section
5701(b) (2), I.R.C., and based on the
retail price intended by the manufac-
turer for such cigars. The classes are
designated, from the lowest to the
highest rate of tax, as Class A, Class B,
Class C, Class D, Class E, Class F, and
Class G, respectively, In establishing
the retail price, for tax purposes, regard
shall be had to the ordinary retail price
of a single cigar in its principal market,
exclusive of any State or local taxes im-
posed on cigars as a commodity. Where
there is more than one price for the
same cigar in its principal market, the
tax to be paid shall be determined, at
the time of removal, according to the
price at which the majority are sold
therein. Subsequent retail sale at a
price in excess of the maximum for
the class al which taxpaid will not, in
itself, cause the manufacturer to incur
any additional tax liability.

(72 8tat. 1414; 26 U.S.C. 5701)
§ 270.23 Cigarelle 1ax rales.

On cigarettes, manufactured in or im-
ported into the United States, the fol-
lowing taxes are imposed by law:

(a) Small cigareltes. $4 per thou-
sand.

(b) Large cigarettes. $8.40 per thou-
sand; except that where such cigarettes
are more than 6% inches in length, the
rale of lax is $4 per thousand, counting
each 2% inches, or fraction thereof, of
the length of each as one cigarette.

(72 Stat. 1414; 26 U.S.C. 5701)
§ 270.24 Classification of cigarcttcs.

For tax purposes, small cigarettes are
designated Class A and large cigarettes
are designated Class B.

(72 Stat. 1414; 26 U.8.C. §701)
§ 270.25 Manufactured tobacco tux rate.

On tobacco, manufactured in or im-
ported into the United States, a tax of 10
cents per pound is imposcd by law.

(72 Stat. 1414; 26 U.S.C. 5701)
§ 270.26

The manufacturcr of tobacco prod-
ucts shall be liable for the taxes imposed
on such products by section 5701, I.R.C.:
Provided, That when tobacco products
are transferred in bond pursuant to sec-
tion 5704, I.R.C., to the bonded premises
of another such manufacturer or an ex-
port warehouse proprietor, the trans-
feree shall become liable for the tax
upon receipt by him of such products and
the transferor shall thereupon be re-
lieved of his liability for the tax. When
tobacco products are released in bond
from customs custody for transfer to the
bonded premises of a manufacturer of
tobacco products, the transferee shall be-
come liable for the tax on such products
upon release from customs custody. Any
person who possesses tobacco products in
violation of section 5751(a) (1) or (2),
I.R.C, shall be liable for a tax equal to
the tax on such products. h

(72 Stat. 1417, 1424; 26 U.S.C. 6703, 5751)

Persons liable for 1ax.



§ 270.27 Assessment.

‘Whenever any person required by law
to pay tax on tobacco products fails to
pay such tax, the tax shall be ascertained
and assessed against such person, sub-
ject to the limitations prescribed in sec-
tion 6501, ILR.C. The tax so assessed
shall be in addition to the penalties im-
posed by law for failure to pay such tax
when required. Except in cases where
delay may jeopardize collection of the
tax, or where the amount is nominal or
the result of an evident mathematical
error, no such assessment shall be made
until and after notice has been afforded
such person to show cause against assess-
ment. The person will be allowed 45
days from the date of such notice to
show cause, in writing, against such
assessment.

(72 Stat. 1417; 26 U.S.C. 5703)

Subpart D—Administrative
Provisions

§ 270.41 Forms preseribed.

The Director is authorized to prescribe
all forms required by this part. All of
the information called for in each form
shall be furnished as indlcated by the
headings on the form and the instruc-
tions thereon or issued in respect thereto,
and as required by this part. When a
return, form, claim, or other document
called for under this part is required by
this part, or by the document itself, to
be executed under penalties of perjury,
it shall be so executed.

§ 270.42 Authority of internal revenne
ollicers to enter premises.

Any internal revenue officer may enter
in the daytime any premises where to=
bacco products are produced or kept, so
far as it may be necessary for the pur-
pose of examining such products. When
such premlises are open at night, any
internal revenue officer may enter them,
while so open, in the performance of
his official duties. The owner of such
premiscs, or person having the superin-
tendence of the same, who refuses to
admit any internal revenue officer or
permit him to cxamine such products
shall be liable to the penalties prescribed
by law for the offense.

(68A Stat. 872, 903; 26 U.5.C. 7342, T606)

§ 270.43 TInterference with administra-
tion.
Whoever, corruptly or by force or

threats of force, endeavors to hinder or
obstruct the administration of thls part,
or endeavors to intimidate or impede any
internal revenue officer acting in his of-
ficial capacity, or forcibly rescues or
attempts to rescue or causcs to be res-
cued any property, after it has been
duly seized for forfeiture to the United
States in connection with a violation of
the internal revenue laws, shall be liable
to the penalties prescribed by law.

(68A Stat. 855: 26 U.S.C. 7212)

§ 270.44 Disposal of forfeited, con-
demned, and abandened tobacco
products.

When any Federal, State, or local
officer having custody of forfeited, con-
demned, or abandoned tobacco products,
upon which the Federal tax has not been

paidy is of the opinion that the sale
thereof will not bring a price equal to
the tax due and payable thereon, and the
expenses incident to the sale thereof,
he shall not sell, nor cause to be sold,
such products for consumption in the
United States. Where the products are
not sold, the officer may deliver them to
a Federal or State hospital or institution
(if they are fit for consumnption) or cause
their destruction by burning completely
or by rendering them unfit for consump-
tion, Where such products are sold, they
shadl not be released by the officer having
cu:E)dy thereof until they are properly
packaged and taxpaid, which tax shall be
considered as a portion of the sales price.
The payment of tax on such products
shall be evidenced by presentation, to the
officer having custody of the products, of
a receipt from the district director show-
ing such payment. In the casc of such
products held by or for the Federal Gov-
ernment, the sale thercof shall be subject
to the applicable provisions of the Regu-
lations of the General Services Admin-

istration, Title 1, Pcrsonal Property

Management,

(T2 Stat. 1425; 26 U.8.C. 5753)

§ 270.45 Alternate methods or proce-
dures.

A manufacturer of tobacco products,
on specific approval by the Director as
provided in this section, may use an
alternate method or procedure in lieu
of a method or procedure specifically
prescribed in this part. The Director
may approve an alternate method or
procedure, subject to stated conditions,
when he finds that—

(a) Good cause has been shown for
the use of the alternate method or
procedure,

(b) The alternate method or proce-
dure is within the purpose of, and con-
sistent wlth the effect intended by, the
specifically prescribed method or pro-
cedure, and affords cquivalent security
to the revenue, and

(c) The alternate method or proce-
dure will not be contrary to any provi-
sion of law, and wlll not result in an
increase in cost to the Government or
hinder the effective administration of
this part.

No alternate mcthod or procedure relat-
ing to the giving of any bond or to the
assessment, payment, or collection of
tax, shall be authorized under this sec-
tion, Where a manufacturer desires to
employ an alternate method or pro-
cedure, he shall submit a written ap-
plication to do so., in triplicate, to the
assistant regional cominissioner for
transmittal to the Director. The appli-
cation shall specifically describe the
proposed alternate method or procedure,
and shall set forth the reasons therefor.
Alternate methods or procedures shall
not be employed until the application
has been approved by the Director. The
manufacturer shall, during the period of
authorization of an alternate method or
procedure, comply with the terms of the
approved application. Authorization for
any alternate method or procedure may
be withdrawn whenever in the judgment
of the Director the revenue is jeopard-
ized or the effective administration of
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this part is hindered. The manufacturer
shal] retain, as part of his records, any
authorization of the Director under this
section.

§ 270.46 Emergency
requircments,

variations from

The Director may approve methods of
operation other than as specified in this
part. where he finds that an emergency
exists and the proposed variations from
the specified requirements are necessary,
and the proposed variations—

(a) Will afford the security and pro-
tection to the revenue intended by the
prescribed specifications,

(by Will not hinder the effective ad-
ministration of this part, and

(c) Will not be contrary to any pro-
vision of law.

Variations from requirements granted
under this section are conditioned on
compliance with the procedures, con-
ditions, and limitations sel forth in the
approval of the application, Fallure to
comply in good faith with such pro-
cedures, conditions, and limitations shall
automatically terminate the authority
for such variations and the manu-
facturer thercupon shall fully comply
with the prescribed requirements of
regulations from which the variations
were authorized. Authority for any
varlations may be withdrawn whenever
in thc judgmcnt of thc Director the
revenue is jeopardized or the effective
administration of this part 1s hindered
by the continuation of such variation.
Where a manufacturer deslres to employ
such variation, he shall submit a written
application to do so, in triplicate, to the
assistant regional commissioner for
transmittal to the Director. The appli-
cation shall describe the proposed varia-
tions and set forth the reasons therefor.
Variations shall not be employed until
the applicatlon has been approved, The
Inanufacturer shall retaln, as part of his
records, any authorizatlon of the Dirce-
tor under this section.

§ 270.47 Other businesses within fae-
tory.

‘The Director may authorize such other
businesses within the factory as he finds
will not jeopardize the revenue, wlll not
hinder the eflfective administration of
this part, and will nnot be contrary to law,

§ 27018  Penalties and forfeitures,

Anyone who fails to commply with the
provisions of this part becomes liable to

the civil and criminal penalties, and
forfeitures, provided by law.

(72 Stat. 1425, 1426; 28 U.5.C. 5761, H762,
5763 )

Subpart E—Qualification Require-
ments for Manufacturers

§ 270.61 Persons required to qualify.

Every person who produces any to-
bacco products, except for his own per-
sonal consumption or use, shall qualify
as a manufacturer of tobacco products
in accordance with the provisions of this
part: Provided, That a pcrson who on
the effcetive date of this part holds a
valid permit as a inanufacturer of cigars
and cigarettes or as a manufacturer of
tobacco may continue the operations au-
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thorized to be performed under such
permit, in accordance with the provi-
sions of this part. A person holding a
valid permit as & manufacturer of cigars
and cigarettes or as a manufacturer of
tobacco, or holding a limited permit sub-
stituted thercfor as provided in § 270.75,
who desires to obtain a permit as a man-
ufacturer of tobacco products without
limitation as to kind of tobacco product
that may be produced in his factory
shall meke application therefor in ac-
cordance with this subpart.

(72 Stat. 1421; 26 U.S.C. 6711, 5712, 5T713)
§ 270.62  Application for permit,

Every person, before commencing
business as a manufacturer of tobacco
products as defined in §270.11, shall
make application for, and obtain, the
permit provided In § 270.75, covering
operations at each proposed factory.
Such application shall be made on Form
2093, in duplicate, to the assistant re-
glonal commissioner for the region in
which the proposed factory will be lo-
caled. All documents required under
this part Lo be furnlshed with such ap-
plication shall be made a part thereof.
Where the applicant for a permit under
this scetion holds a permit or permits
authorizing the production of any to-
bacco products at premises to be covered
by the permit applied for, the applicant
shall surrender such permit or permits
for eancellation, upon the issuance of
the permit applied for.

(72 Stat. 1421; 26 U.S.C. 5712)
§ 270.63

Every corporation, before commencing
business as a manufacturer of tobacco
products, shall furnish with its applica-
tion for permit, required by § 270.62, a
true copy of the corporate charter or a
certiflcate of corporate existence or in-
corporation, executed by the appropriate
officer of the State in which incorpo-
rated. The corporation shall also fur-
nish evidence, in duplicate, of the identity
of the officers and directors, and each
person who holds more than ten percent
of the stock of such corporation. Where
any of the information required by this
scction has previously been filed with the
same assistant repional commissioner
and such information is currently comn-
plete and accurate, a written statement,
in duplicate, to that effect by the corpo-
ration will be sufficient for the purpose of
this sectiorn.

(72 Stat. 1421; 26 U.S.C. 5712)

Corporate documents.

§ 270.64  Articles of partnership or as-
sociation,

Every partnership or association,
before cominencing business as a manu-
facturer of tobacco products, shall fur-
nish with its application for permit, re-
quired by §270.62, a truc copy of the
arlicles of partnership or association, if
any, or certificate of partnership or as-
sociation where required to be filed by
any State, county, or municipality.
Where a partnership or association has
previously filed such documents with the
same assistant regional commissioner
and such documents are currently com-
plete and accurate, a written statement,
in duplicate, to that cflcct by the part-

nership or association will be sufficient
for the purpose of this section.

(72 Stat. 1421; 26 U.S.C. 6712)
§ 270,65 Trade name certificate.

Every person, before commencing
business under a trade name as & manu-
facturcr of tobacco products, shall fur-
nish with his application for permit, re-
quired by § 270.62, a true copy of the
certificate or other document, if any,
issued by a State, county, or municipal
authority in connection with the trans-
action of business under such trade
name. If no such certificate or other
document is so required, a written state-
ment, in duplicate, to that effect by such
person will be sufficient for the pur-
pose of this section.

(72 Stat. 1421; 268 U.S.C. 5712)
§ 270.66 Bond.

Every person, before commencing busi-
ness as a manufacturer of tobacco prod-
ucts, shall file, in connection with his
application for permit, a bond on Form
3070, in duplicate, in accordance with
the applicable provisions of Subparl G
of this parl, condilioned upon compli-
ance with the provisions of Chapter 52,
IR.C., and regulations thereunder,
including, but not limited to, the timely
payment of taxes imposed by such chap-
ter and penalties and interest in con-
nection therewith for which he may
bacome liable to the Unilted States:
Provided, That any person who, on the
effective date of this part, has on file a
valid and adequate bond, Form 2100,
“Bond—Manufacturer of Cigars and
Cigarettes,” or Form 2099, “Bond—
Manufacturer of Tobacco,” as the case
may be, may continue, under such bond,
the operalions with respect to the permit
to which that bond relates (including a
permit substituted therefor under the
provisions of § 270.75), in accordance
with the provisions of this part.

(72 Stat. 1421; 26 U.8.C. 5711)
§ 270.67 DBlanket bond.

Where a manufacturer of tobacco
products operates more than one factory
in the same region he may, in lieu of
filing separate bonds, flle a blanket bond
on Form 3070, in duplicate, in accord-
ance with the provisions of § 270.134, for
any or all of the factories in the same
region. The total amount{ of any blanket
bond given under this section shall be
available for the satisfaction of any
liability incurred at any factory covered
by the bond.

(72 Stat. 1421; 26 U.S.C. 5711)
§ 270.68 DPowvwer of atlorney.

If the application for permit or any
other document required to be executed
is signed by an attorney in fact for an
individual, partnership, association, com-
pany, or corporation, or by one of the
partners for a partnership, or by one of
the members of an association, power of
attorncy on Form 1534 shall be furnished
to the assistant regional commissioner,
If such application ov othcr document
is signed on behalf of a corporation by
an officer thereof, it must be supported
by duly authenticated extracts of the
stockholders’ meeting, bylaws, or direc-

tors’ meeting authorizing such officer to
execute such document for the corpora-
tion. Form 1534 or support of authority
does not have to be filed again with an
assistant rcgional commissioner where
such form or support has previously been
submitted to that assistant regional com-
missioner and is still in effect.

§ 270.69 Factlory premises.

The premises to be used by a manu-
facturer of tobacco products as his fac-
tory may consist of more than one build-
ing, or portions of buildings, which need
not be contiguous but must be located in
the same clly, town, or village: Except
that, where the assistant regional com-
missioner determines that a building or
poriion of a building which is not within
the city, town, or village, is so conven-
iently and closely situated to the general
factory prcmises as to present no jeop-
ardy to the revenue and as to offer no
hindrance to the administration of this
part, he may authorize the inclusion of
such bullding or portion of building as
part of the factory. The buildings or
portions of buildings shall be described
in the application for pcrmit and the
bond by number, street, and city, town,
or village, and State. Where the factory
consists of a portion of a building, or
where portions of bulldings are part of
the factory, a diagram, in duplicatle, shall
also be furnished showing the particular
floor or floors, or room or rooms, com-
prising the factory or part thereof. The
diagram shall also show any adjoining
retail store, operated by such manufac-
turer, where tobacco products arc sold.

(72 Stat. 1421; 26 U.S.C. 65712)

§ 270.70 Scparation of and nccess 10
factory.

Where the factory consists of a portion
of a building, or where portions of build-
ings are part of the factory, the factory
shall be completely separatcd by walls
from adjoining portions of the building.
Such walls shall be securely constructed
of substantial materials. ‘I'he assistant
regional commissioner may, whercver he
finds that the revenue will not be jeop-
ardized, authorize openings and doors in
such walls or means of separation other
than walls if such mcans adequately de-
lincate the factory. The factory shall be
accessible directly from a street, yard,
common passageway, or other common
mcans of entrance.

(72 Stat. 1421; 26 U.S.C. 5712)
§270.71  Facwries established prior 1o
eflective date.

Factories ¢stablished prior to the cflec-
tive date of this part shall not be subject
to the provisions of § 270.70 if, in the
opinion of the assistant regional cominis-
sioner, the existing premises afTford ade-
quatc protection to the revenue.

(72 Stat. 1421; 26 U.S.C. 5712)
§ 270.72 Use of factory premises.

Unless otherwise authorized by the Di-
rector as provided in § 270.47, the factory
premises shall be used exclusively for the
purposes of manufacturing and storing
tobacco products; storing materials,
cquipment, and supplics related thereto
or used or useful in the conduct of the
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business; and carrying on activities in
connection with the business of the man-
ufacturer.

(72 Stat. 1421; 28 U.8.C. 5712)
§270.73 Additional information.

The assistant regional commissioner
may require such additional information
as he may deem necessary to determine
whether the applicant is entitled to a
permit under the provisions of this part.
The applicant shall, when required by
the assistant regional commissioner, fur-
nish as a part of his application for such
permit such additional information as
may be necessary for the assistant re-
gional commissioner to determine
whether the applicant is entitled to a
permit.

§ 270,74

As the assistant regional commissioner
deems necessary he will cause inquiry or
investigation to be made to verify the
information furnished In connection
with an application for permit and to as-
certain whether the applicant is, by rea-
son of his business experience, financial
standing, and trade connections, likely
to maintain operations In compliance
with Chapter 52, LR.C., and regulations
thereunder; whether such person has
disclosed all material information re-
quired or made any material false state-
ment in the application for such permit;
and whether the premises on which it is
proposed to establish the factory are
adequate to protect the revenue. If the
assistant regional commissioner has rea-
son to believe that the applicant is not
entitled to a permit, he shall promptly
glve the applicant notice of the contem-
plated disapproval of his application and
opportunity for hearing thercon in ac-
cordance with Part 200 of this chapter,
which part (Including the provisions re-
lating to the recommended decision and
{0 appeals) is applicable to such pro-
ceedings. If, after such notice and op-
portunily for hearing, the assistant
regional commissioner finds that the
applicant is not entitled to a permit, he
shall, by order stating the findings on
which his decision is based, deny the
permit.

(72 Stat. 1421; 26 U.S.C. 5712)
§ 270.75 Issnance of permit.

If the application for permit, together
with the bond and supporting docu-
ments, required under this part is ap-
proved by him, the assistant regional
commissioner shall issue a permit on
Form 2096 to the applicant as a manu-
facturer of tobacco products: Provided,
That without the filing of an application
therefor, the assistant regional commis-
sioner may substitute g permit on Form
2096 to replace a valid permit as a manu-
facturer of cigars and cigarettes or as a
manufacturer of tobacco. Such substi-
tute permit shall be appropriately limited
so as to authorize only the operations
which were authorized under the permit
being rcplaced. Upon the issuance of
the substitute permit, the replaced per-
mit shall become null and void and shall
be surrendered for cancellation.

(72 Stat. 1421; 26 U.5.C. 5713)
No. 166——5

Investigation of applicant.

§ 270.76 Retention of permit and sup-
porting documents.

The manufacturer shall retain his
permit, together with the copy of the
application and supporting documents
returned to him with the permit, at the
same place where the records required
by this part are kept and they shall be
made available for inspection by any in-
ternal revenuc officer upon his request.

(72 Stat. 1421, 1423; 26 U.S.C. 5712, 5718,
5741)

Subpart F—Changes After Original
Qualification of Manufacturers

CHANGES IN NAME
§ 270.91 Change in individual name.

Where there is a change in the name
of an Individual operating as a manu-
facturer of tobacco products he shall,
within 30 days of such change, make ap-
plication on Form 2098 for an amended
permit,

(72 Stat, 1421; 26 U.S.C, 5712)
§ 270,92 Change in trade name,

Where there Is a change in the trade
name of a manufacturer of tobacco prod-
ucts, the manufacturer shall, within 30
days of the adoption of the new trade
name, make application on Form 2098
for an amended permit. The manufac-
turer shall also furnish a true copy of
any new trade name certificate or docu-
mcent issued to him, or statement in lieu
thereof, requircd by § 270.65,

(72 Stat. 1421; 28 U.5.C. 5712)
§ 27093 Change in corporate nanie.

‘Where there Is a change in the name
of a corporate manufacturer of tobacco
products, the manufacturer shall, within
30 days of such change, make applica-
tion on Form 2098 for an amended per-
mit. The manufacturer shall also fur-
nish such documents as may be necessaty
to establish that the corporate name has
been changed.

(72 Stat. 1421; 26 U.S.C. 5712)
CHANGES IN OWNERSHIP AND CONTROL
§ 270.101 Fiduciary successor.

If an administrator, executor, receiver,
trustee, assignee, or other fiduciary, is to
take over thie business of a manufacturer
of tobacco products, as a continuing
operation, such fiduciary shall, before
commencing operations, make applica-
tion for permit and file bond as required
by Subpart E of this part, furnish certi-
fied copies, in duplicate, of the order of
the court, or other pertinent documents,
showing his appointment and qualifica-
tion as such flduciary, and make a com-
mencing inventory, in accordance with
the provisions of § 270.201: Provided,
That where a diagram has been furn-
ished by the predccessor, In accordance
with the provisions of § 270.69, the suc-
cessor may adopt such diagram if it is
currently complete and accurate. How-
ever, where a fiduciary intends only to
liquidate the business, qualification as a
manufacturer of tobacco products will
not be required if he promptly files with
the assistant regional commissioner a
written statement to that effect, in du-
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plicate, together with an extension of
coverage of the predecessor’s bond, exe-
cuted by the fiduciary and the surety
on such bond, in accordance with the
provisions of § 270.137.

(72 Stat. 1421, 1422; 26 US.C. 5711, 5712,
5721)

§ 270.102 Transfer of ownership.

If a transfer is to be made in owner-
ship of the business of a manufacturer
of tobacco products (including a change
of any member of a partnership or as-
sociation), such manufacturer shall give
notice, in writing, to the assistant re-
gional commissioner, naming the pro-
posed successor and the desired effec-
tive date of such transfer. The proposed
successor shall, before commencing op-
erations, qualify as a manufacturer of
tobacco products, in accordance with
the applicable provisions of Subpart
E of this part: Provided, That where
a diagram has been furnished by the
manufacturer in accordance with the
provisions of § 270.69, the proposed suc-
cessor may adopt such diagram if it is
currently complete and accurate. The
manufacturer shall give such notice of
transfer, and the proposed successor
shall make application for permit and
file bond, as required, in ample time
for examination and approval thercof
before the desired date of such change.
The predeccssor shall make a concluding
inventory and concluding report, in ac-
cordance with the provisions of § 270.201
and §270.202, respectively, and sur-
render his permit with such inventory
and report. The successor shall make
a commencing inventory and commene-
ing report, in accordance with the pro-
visions of § 270.201 and § 270.202, rc-
spectively.

(72 Stat. 1421, 1422; 26 U.S.C. 5711, 5712,
5713, 5721, 5722)

§ 270.103 Change in officers, directors,
ur stockholders of a corporation.

Upon election or appointment (ex-
cluding successive reelection or reap-
poinlment) of any officer or director of
a corporation operating the business of
2 manufacturer of tobacco products, or
upon any occurrence which results in
8 person acquiring ownership or control
of more than ten percent in aggregate of
the outstanding stock of such corpora-
tion, the manufacturer shall, within 30
days of such action, so notify the as-
sistant regional commissioner in writing,
giving the identity of such person.

(72 Stat. 1421; 26 US.C. 5712)

§ 270.104 Change in control of a cor-

poration.

Where the issuance, sale, or transfer
of the stock of a corporation, operating
as a manufacturer of tobacco products,
results in a change in the identity of the
principal stockholders exercising actual
or legal control of the operations of the
corporation, the corporatc manufacturer
shall, within 30 days after the change oc-
curs, make application on Form 20%3 for
a new permit. Otherwisc, the present
permit shall be automatically terminated
at the expiration of such 30-day period,
and the manufacturer shall dispose of all
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tobacco materials and tobacco products
on hand, in accordance with this part,
make a concluding inventory and con-
cluding report, in accordance with the
provisions of § 270.201 and § 270.202, re-
spectively, and surrender his permit with
such inventory and report. If the appli-
cation for a new permit is timely made,
the present permit shall continue in ef-
fect pending final action with respect to
such application.

(72 Stal. 1421, 1422; 26 U.S.C. 5712, 5713,
8721, 5722)

CHANCES IN LOCATION AND FACTORY
§ 270.111 Change in

same region.

Whenever a manufacturer of tobacco
products intends Lo relocate his factory
within the same 'region, the manu-
facturer shall, before commencing opera-
tions at the new location, make applica-
tion on Form 2098 for, and obtain, an
amended permit. The application shall
be supported by an extension of coverage
of bond in accordance with the provi-
sions of § 270.137.

(72 Gtat. 1421; 26 U.S.C. 6711, 6712)

§270.112 Change in address.

Whenevet any change occurs in the
address, but not the location, of the fac-
tory of a manufacturer of tobacco prod-
ucts, as a result of action of local au-
thorities, the manufacturer shall, within
30 days of such change, make application
on Form 2098 for an amended permit.

(72 Stat. 1421; 26 U.8.C. 5712)

§ 270.113
region,

Whenever a manufacturer of tobacco
products intends to remove his factory
to another region, the manufacturer
shall, before commencing operations at
the new location, qualify as such a man-
ufacturer in the new region, in accord-
ance with the applicable provisions of
Subpart E of this part. The manu-
facturer shall notify the assistant re-
gional commissloner for the region from
which he is removing his factory of his
qualification in the new region, giving
the address of the new location of his
factory and the number of the permit
issued to him In the new region, muke a
concluding inventory and concluding re-
port in accordance with the provisions of
§270.201 and § 270.202, respectively, and
surtender the permit for his old location
with such inventory and report.

(72 Stat. 1421, 1422; 26 USC. 5711, 5712,

5713, 5721, 5722)

§ 270.114  Lxtension or curlailment of
factory.

Where a tobacco products factory is
to be changed to an extent which will
make inaccurate the description of the
factory as set forth in the last applica-
tion by the manutacturer for permit, or
the diagram, if any, furnished with such
application, the manufacturer shall first
make an application on Form 2098 for,
aind obtain, an amended permit. Such
application shall describe the proposed
change in the factory and shall be ac-
companied by a new diagram if required
under the provisions of § 270.69.

(72 Stat. 1421; 26 U.8.C. 5711, 5712)

location  within

Change in location to another

Subpart G—Bonds and Extensions of
Coverage of Bonds

§ 270.131 Corporate surety,

Surety bonds, required under the pro-
visions of this part, may be glven only
with corporate sureties holding certifi-
cates of authority from the Secretary of
the Treasury as acceptable sureties on
Fcderal bonds. Power of attorney and
other evidence of appointment of agents
and officers to execute bonds on behalf
of such corporate sureties shall be filed
with, and passed upon by, the Surety
Bonds Branch, Divislon of Deposits and
Investments, Bureau of Accounts, Treas-
ury Department. Limitations concern-
ing corporate sureties are prescribed by
the Secretary in Treasury Department
Circular No, 570, as revised. The surety
shall have no interest whatever in the
business covered by the bond.

(61 Stat. 648, 72 Stat. 1421; 6 U.8.C. 6, 26
U.8.C. 5711)

§ 270,132  Deposit of sccurities in lieu
of corporate surety.

In lieu of corporate surely the manu-
facturer of tobacco products may pledge
and deposit, as security for his bond,
securities which are transferable and are
guaranteed as to both interest and prin-
cipal by the United States, in accordance
with the provisions of 31 CFR Part 225.
(61 Stat. 6560, 72 Stat. 1421; 6 U.S.C. 15, 26
U.8.C. 6711)

§ 270.133 Awmount of individual bond.

The amount of the bond of a manu-
facturer of tobacco products shall be
not less than the total amount of tax
liability on all tobacco products manu-
factured in his factory, received in bond
from other factories and from cxport
warchouses, and released to him in bond
from customs custody, during any calen-
dar month. Where the amount of any
bond is no longer sufficient and the bond
is in less than the maximum amount, the
manufacturer shall immediately file a
strengthening or superseding bond as
required by this subpart. The amount
of any such bond (or the total amount
including strengthening bonds, if any)
need not exceed $250,000 for a manufac-
turer producing or receiving cigarettes
in bond, need not cxcced $150,000 for a
manufacturer producing or receiving
cigars in bond, and need not exceed
$25,000 for a manufacturer producing or
receiving manufactured tobacco in bond:
Except that, if more than one kind of
tobacco product is produced or received
in bond in a factory, the bond for that
factory need not exceed the amount of
the largest maximum bond prescribed
with respect to any of the kinds of fo-
bacco products produced or received in
bond therein, The bond of a manufac-
turer of tobacco products shall in no
case be less than $1,000.

(72 Stat. 1421; 26 U.S.C. 5711)
§270.134 Amount of blanket bond.

In the case of a blanket bond filed
under the provisions of § 270.67, where
the total amount of individual bonds
otherwise required for the factories

under § 270.133 does not exceed $250,000,
such blanket bond shall be not less than

the total amount of such individual
bonds. Where the total amount of such
individual bonds required is in excess of
$250,000 but not in excess of $500,000, the
amount of the blanket bond shall be not
less than $250,000 plus 50 percent of such
total amount which is in excess of
$250,000. Where the total amount of
such individual bonds required is In ex-
cess of $500,000 the amount of the blan-
ket bond shall be not less than $375,000
plus 25 percent of such total amount
which is in excess of $500,000.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.135 Strengthening bond.

Where the amount of any bond is no
longer sufficient under the provisions of
§ 270.133 or § 270.134, the manufacturer
shall immediately file a strengthening
bond in an appropriate amount with the
same surety as that on the bond already
in effect, unless a superseding bond is
filed pursuant to § 270.136. Strengthen-
ing bonds will not be approved where any
notation is made thereon which is in-
tended, or which may be construed, as a
release of any former bond, or as limiting
the amount of either bond to less than its
full amount.

(72 Stat. 1421; 26 U.S.C. 5711)
§270.136 Supecrseding bond.

A manufacturer of tobacco products
shall immediately file a new bond to
supersede his current bond when (a) the
corporate surety on the current bond
becomes insolvent, (b) the assistant
regional commissioner approves a re-
quest from the surety on the current
bond to terminate his liability under the
bond, (¢) payment of any liability under
a bond is made by the surety thereon,
(d) the amount of the bond is no longer
sufficient under the provisions of § 270.-
133 or §270.134 and a strengthening
bond has not been filed, or (e) the as-
sistant regional commissioner considers
such a superseding bond necessary for
the protection of the revenue. Where a
hond is not filed as required under the
provisions of this section the manu-
facturer shall discontinue forthwith the
operations to which such bond relates.

(72 Stat. 1421; 26 U.S.C. 5711)

§ 270.137 Extension
bond.

An extension of coverage of bond shall
be manifested on Forin 2105 by the man-
ufacturer of tobacco products and by the
surety on the bond with the same for-
muality and proof of authority as required
for the execution of the bond.

(72 Stat. 1421; 26 U.S.C. bT11)

§ 270.138 Approval of bond and exten-

sion of coverage of bond.

No person shall commence operations
under any bond, nor extend his opera-
tions, until he receives from the assistant
regional commissioner notice of his ap-
proval of the bond or of an appropriate
extension of coverage of the bond re-
quired under this part.

(72 Stat. 1421; 26 U.S.C. b711)
§ 270.139 Termination of surely’s lia-
bility.

The liability of a surety on any bond
required by this part shall be terminated

of coverage of

AR



only as to operations on and after the
effective date of a superseding bond, or
the date of discontinuance of operations
by the manufacturer under § 270.331
or otherwise in accordance with the ter-
mination provisions of the bond. The
surety shall remain bound in respect of
any liability for unpaid taxes, penalties,
and interest, not in excess of the amount
of the bond, incurred by the manufac-
turer while the bond is in force.

(72 Stat, 1421; 26 U.5.C. 5711)
&€ 270,140 Release of pledged securities.

Securities of the United States pledged
and deposited as provided in § 270.132
shall be released only in accordance with
the provisions of 31 CFR Part 225. Such
securities will not be released by the
assistant regional commissioner until
liability under the bond for which they
were pledged has been terminated.
When the assistant regional commis-
sioner is satisfied that they may be re-
lessed, he shall fix the date or dates on
which a part or all of such securities may
be released. At any time prior to the
release of such securities, the assistant
regional commissioner may extend the
date of release for such additional length
of time as he deem: necessary.

(61 Stat. 650, 72 Stat. 1421; 6 U.S.C. 15, 26
U.8.C. 5711)

§ 270.141 Exiension of coverage for
bond cxecuted prior to June 24,
1959,

Every manufacturer of tobacco prod-
ucts who desires to remove tobacco
products on determination of tax and
before payment of tax shall, before such
removal, have an approved extension of
coverage of bond on Form 2105 on file
with the assistant regional commissioner
for every bond, Form 2099 or 2100, exe-
cutcd prior to June 24, 1958, under which
such removals are to be made. This ex-
tension of coverage shall be executed by
the principal and the surety and shall
be in the following form:

Wherecas, the purpose of this extcnslon is
to bind the obligors for the payment of the
tax on all tobacco products removed by the
principal on determination of tax and before
payment of the tax notwithstanding that the
time for payment of tax may be deferred
pursuant to a semlmonthly return system as
provided for by regulatlons.

Now, therefore, the above described bond
is further speclfically conditioned that the
principal named therein shall pay all taxes
{plus penaltles, If any, and Interest) for
which he may become llable with respect to
all tobacco products removed by him on de-
termlnatlon of the tax and before payment
of the tax thereon, and comply with all pro-
visions of law and regulatlons with respect
thereto,

The aforesaid terms and conditions shall,
on and after the effectlve date, have the same
force and effect as the other terms and con-
ditlons stated In the bond,

The extension of coverage of bond under
this section is not required with respect
to any bond executed on or after June
24, 1959,

(72 Stat. 1421; 26 U.S8.C. 5711)

Subpart H—Operations by
Manvfacturers

DETERMINATION AND PAYMENT OF TAXES ON
ToBACCO PRODUCTS

§ 270.161 Determination of
method of payment,

Except for removals in bond and
transfers in bond, as authorized by law,
the taxes imposed on tobacco products
by section 5701, I.LR.C., shall be deter-
mined at the time of removal of such
products and paid on the basis of a re-
turn, in accordance with the provisions
of this part.

(72 Stat, 1417; 26 U.S.C. 5703)

§ 270.162 Semimonthly tax return.

Every manufacturer of tobacco prod-
ucts shall file, for each of his factories,
a semimonthly tax return on Form 3071,
in triplicate, with the district director
of the internal revenue district in which
the factory is located, for each and every
return period, Including any period dur-
ing which a manufacturer begins or dis-
continues business. He shall file such
return at the time specified in § 270.165,
regardless of whether tobacco products
are removed or whether tax is due for
that particular return period: Prowided,
That where the manufacturer so re-
quests by letter, in duplicate, and the as-
sistant regional commissioner grants
specific authorization, the manufacturer
need not, during the term of such au-
thorization, file a tax return for any
period for which tax is not due or pay-
able. The manufacturer shall show, on
the return, the kinds and quantities, and
tax class in the case of large cigars, of
tobacco products removed subject to
tax during the semimonthly return
period and the tax due thereon. Where
the return period covers a portion of two
successive calendar months this infor-
mation shall bc shown on the return
separately for each portion of a month
covered. The manufacturer shall se-
rially number each return on Form 3071
commencing with the number ““1”” on the
first return filed in any calendar year,
and shall verify by a written declaration
that the return is made under penalties
of periury. The manufacturer shall re-
tain the receipted copy of each tax re-
turn transmitted to him by the district
dircctor. Thce payment of the tax with
respect to tobacco products removed sub-
ject to tax may be deferred and paid on
the basis of a semimonthly return only
if the manufacturer has on file & bond
of sufficient amount executed on or after
June 24, 1959, or, in the case of a bond
of sufficient amount executcd prior to
such date, only if the manufacturer has
filed the extension of coverage of bond
as prescribed in § 270.141. Otherwise,
the tax with respect to such removals
shall be prepaid with return, Form 2617,
as provided in § 270.167, and the semi-
monthly return required in this section
shall be flled showing such prepayment
and the serial number(s) of the Form(s)
2617 filed during the return period.

(72 Stat. 1417, 1423; 26 U.S.C. 5703, 5741)

tax and
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§270.163 Semimonthly tax return pe-
riods.

The periods to be covered in the scmi-
monthly tax returns shall be from the
9th day of each month Lo the 23d day of
that month, inclusive, and from the 24th
day of each month to the 8th day of the
next succeeding month, inclusive.

(72 Stat. 1417; 26 U.S.C. 5703)

§ 270.164 Adjustments in
monthly return.

the semi-

A manufacturer may make adjust-
ments in Schedules A and B of his semi-
monthly tax return, Form 3071, as pro-
vided in this section. Schedule A of the
return will be used where an uninten-
tional error in a previous return resulted
in an underpayment of tax. Schedule
B of the return will be used where an
unintentional error in a previous return
resulted in an overpayment of tax, where
prepayment of tax has been made dur-
ing the return period, or where notice
has been received from the assistant re-
gional commissioner that a claim for al-
lowance of tax has been approved. In
the case of an overpayment, the manu-
facturer shall have the option of filing
a claim (on Form 843) for refund or
taking credit in Schedulc B of the return,
both subject to the period of limitations
prescribed in section 6511, I.R.C. In the
case of an adjustment based on prepay-
ment of tax, the serial number(s) of the
prepayment return(s), Form 2617, shall
be shown. Any adjustments made in a
return must be fully explained in the
appropriate schedule or in g statement
attached to and made a part of the
return in which such adjustment is
made.

(68A Stat. 701, 72 Stat. 1417; 26 U.8.C. 6402,
5703)

§ 270.165 Time of filing semimonthly
relurn,

Every semimonthly tax return under
this part shall be filed by the manufac-
turer not later than the third busincss
day succeeding the last calendar day of
the return period: Provided, That the
return for the period ending on the 23d
day of June of each year shall be filed
not later than the second business day
succeeding the last calendar day of the
return period: And provided jurther,
That where the return and remittance
are delivered by United States mail to
the officc of the district director, the date
in the officlal postmark of the United
States Post Office stamped on the cover
in which the return and remittance were
mailed shall be deemed to be the date of
delivery. As used in this scction, the
term “‘business day’’ shall mean any day
other than Saturday, Sunday, a legal
holiday in the District of Columbia, or
a statewidc legal holiday in the State
whereln the return is required to be filed.

(72 Stat. 1416; 28 U.S.C. 5703)

§ 270.166 Defaunlt, prepayment of tax
required.

Where a check or money order ten-
dered with any return, whether semi-
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monthly or prepayment, for payment of
tax on tobacco products is not paid on
presentment, where a manufacturer fails
to remit with the return the full amount
of tax due thereunder, or where a manu-
facturer is otherwise in default in pay-
ment of tax on tobacco products under
the internal revenue laws or this chapter,
during the period of such default and
until the assistant regional commissioner
finds that the revenue will not be jeop-
ardized by the deferred payment of lax
pursuant to the provisions of this part,
no tobacco products shall be removed
subject to tax until the tax therecon has
first been paid as provided in § 270.167.
Any remittance made during the period
of such default shall be in cash, or in the
form of a certified, cashier’s, or treas-
urer’s check drawn on any bank or trust
company incorporated under the laws of
the United States, or under the laws of
any State or posscssion of the United
States, or a United States postal money
order or other moncy order as defined
in § 301.6311-1 of this chapter (Proce-
dure and Administration—Payment by
check or money order).

(6BA Stat, 777, 72 Stat, 1417; 26 U.S.C. 6311,
5703)

§ 270.167 Prepayment 1ax return,

To prepay the tax on tobacco products,
a manufacturer shall flle a prepayment
tax rcturn on Form 2617, In triplicate,
with the district director of the internal
revenue district in which the factory is
located, showing the tax to be paid on the
tobacco products prior to removal. The
manufacturer shall serially number each
return on Form 2617 commencing with
the number “1” on the first return filed
in any calendar year, and shall verify by
a written declaration that the return is
made under penaltics of perjury. The
return shall be flled with the district di-
rector prior to the removal of such prod-
ucts. The manufacturer shall retain the
receipted copy of cach prepayment re-
turn transmitted to him by the district
director. A manufacturer prepaying the
taxes on tobacco products under the pro-
visions of this section shall continue to
file semimonthly returns as required by
§ 270.162. Such semimonthly returns
shall contain a statement, in Schedule B,
that taxes have been prepaid by remit-
tance with Form(s) 2617, and the state-
ment shall indicate the serial number of
Form(s) 2617 filed and the amount of
taxes prepaid.
(72 Stat. 1417, 1423; 26 U.S.C. 5703, 5741)
§ 270.168 Remittance with return.

The tax on tobacco products shown to
be due and payable on gny return shall be
paid by remittance in full with the tax
return. Such remittance may be in any
form which the district director is au-
thorized to accept under the provisions
of §301.6311-1 of this chapter (Proce-
dure and Administration—Payment by
check or money order) and which is ac-
ceptable to him, except as is otherwise
specified in § 270.166. Checks and
money orders shall be made payable to
“Internal Revenue Service.” In paying
the tax, a fractional part of a cent shall
be disregarded unless it amounts to one-

half cent or more, in which case it shall
be increased to one cent.

(68A Stat. 778, T2 Stat. 1417; 26 U.8.C, 6313,
5703)
RECORDS

General.

§ 270.181

Every manufacturer of tobacco prod-
ucts shall kcep records of his operations
and transactions which shall reflect, for
each day, the information specified in
§§ 270.182 and 270.183. For the afore-
sald purpose “day” shall mean calendar
day, except that the assistant regional
commissioner may, upon application of
the manufacturer by letter, in duplicate,
authorize as such day for a factory a 24-
hour cycle of operation other than the
calendar day. A day once so established
as other than the calendar day may be
changed only by like application ap-
proved by the assistant regional commis-
sioner. A manufacturer who maintains
commerelal records from which the re-
quired information may be readily as-
certained may utilize such records for
this purpose. Where a manufacturer
does nof maintain commercial records
which adequately reflect the information
required by this part, he shall keep a
record on Form 3063 with respect to to-
bacco materials, on Form 3065 with re-
spect to large cigars, on Form 3066 with
respect to small cigars and large and
small cigarettes, and on Form 3064 with
respect to manufactured tobacco. The
manufacturer shall keep the auxiliary
and supplemental records from which
such records are compiled, and shall
keep a supporting record, as specified in
§ 270.184, of tobacco products removed
subject to tax. FExcept as provided in
§ 270.184, the entries in the commercial
or form records so maintained or kept
shall be made not later than the close
of the business day next following that
on which the transactions occur. As
used in this section, the term “business
day” shall mean any day, other than
Saturday, Sunday, a legal holiday in
the District of Columbia, or a statewlde
legal holiday in the State wherein the
factory to which the records relate is
located.

(72 Stat. 1423; 26 U.S.C. 5741)
§270.182 Record of tobacco materials.

The record of a manufacturer of to-
bacco products shall show with respect
to tobacco materials, the date and total
quantity, in pounds, of all unstemmed
leaf tobacco and other tobacco
materials:

(a) Recelved (except samples which
are to be consumed, used, or destroyed,
for purposes of sampling, testing, or ex-
perimenting) —

(1> From a dealer in tobacco mate-
rials or manufacturer of tobacco prod-
ucts, together with the number of such
dealer’s establishment or the permit
number of such manufacturer,

(2) From a farmer or grower, or to-
bacco growers' association, together with
the name and address of such farmer,
grower, or association,

(3) By reduction of tobacco products
to tobacco materials,

(4) By release from customs custody,
and

(5) By return to the factory;

(b) Shipped or delivered—

(1) To a dealer in tobacco materials
or manufacturer of tobacco products, to-
gether with the number of such dealer’s
establishment or the permit number of
such manufacturer,

(2) To a State institution, together
with the name and address of such in-
stitution, and

(3) For export purposes;

(¢) Lost; and

(d) Destroyed.

(72 Stat. 1423; 26 U.S5.C. 5741)
§ 270.183 Record of tobaeco products.

The record of a manufacturer of to-
bacco products shall show with respect
to tobacco products, the date and total
quantity of all cigars, cigarettes, and
manufactured tobacco, by kind (small
cigars—large cigars; small cigarettes—
large cigarettes; plug—twist and other
forms of leaf—fine-cut chewing—scrap
chewing—smoking tobacco—snuff) :

{a) Manufactured;

(b) Recelved In bond by—

(1) Transfer from other factories,

(2) Release from customs custody, and

(3) Transfer from export warehouses;

(¢) Received by return to bond;

(d) Disclosed as an overage by inven-
tory;

(e) Removed subject to tax (by class
for large cigars);

(f) Removed, in bond, for—

(1) Export purposes,

(2) Use of the United States,

(3) Transfer to other factories,

(4) Experimental purposes off factory
premises;

(g) Otherwise disposed of, without de-
termination of tax, by—

(1> Use or consumption by employees
on factory premises,

(2) Use or consumption by employees
off factory premises, together with the
number of employees to whom furnished,

(3) Use for experimental purposes on
factory premises,

(4) Loss,

(b) Destruction, and

(6) Reduction to materials;

(h) Disclosed as a shortage by inven-
tory; and

(1) On which the tax has been de-
termined (by class for large cigars) and
which are—

(1) Received, and

(2) Disposed of,

(72 Stat. 1423; 26 U.S.C. 5741)

§ 270.1814 Record in support
movals subject 10 tax,

Every manufacturer of tobacco prod-
ucts shall keep a supporting record of
tobacco products removed from his
factory subject to tax, and shall make
the entries therein at the time of re-
moval. Such supporting record shall
show, with respect to each removal, the
date of removal, the name and address
of the person to whom shipped or de-
livered, the kind and quantity of cigars,
cigarettes, or manufactured tobacco,
and, in the case of large cigars, the
class: Provided, That where the tobacco
products are delivered within the factory
directly to the consumer the name and
address of the person to whom delivered

of re-
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need not be shown. Where the manu-
facturer keeps, at the factory, copies of
invoices or other commercial records
containing the information required as
to each removal, in such orderly manner
that the information may be readily as-
certained therefrom, such copies will be
considered the supporting record re-
quired by this section.

(72 Btat. 1423; 26 U.S.C. 5741)
§ 270.185 Retention of records.

All records required to be kept under
this part, including copies of authoriza-
tions, claims, inventories, notices, re-
ports, returns, and schedules, shall be
retained by the manufacturer for three
years following the close of the calendar
year in which filed or made, or in the
case of an authorization, for three years
following the close of the calendar year
in which the operation under such
authorization is concluded. Such rec-
ords shall be kept in the factory or a
place convenient thereto, and shall be
made avallable for inspection by any
internal revenue officer upon his request.

(72 Stat. 1423; 26 U.8.C. 5741)
INVENTORIES AND REPORTS
§ 270.201 Inventories.

Every manufacturer of tobacco prod-
ucts shall make true and accurate inven-
tories on Form 3067, which inventories
shall include all tobacco materials and
tobacco products on hand required to be
accounted for in the records kept under
this part. The manufacturer shall make
such an inventory at the time of com-
mencing business, which shall be the
effective date of the permit issued upon
original qualification under this part; at
the time of transferring ownership; at
the time of changing the location of his
factory to a different region; at the time
of concluding business; and at such
other time as any internal revenue officer
may require. Each inventory shall be
prepared in duplicate, and shall be sub-
ject to verification by an internal revenue
officer. The original of each such inven-
tory shall be submitted to the assistant
regional commissioner, and the duplicate
shall be retained by the manufacturer.

(72 Stat. 1422, 1423; 26 U.S.C, 5721, 5741)
§ 270.202 Reports.

Every manufacturer of tobacco prod-
ucts shall make a report on Form 3068,
in duplicate, for each month and for any
portion of a month during which he
engages in such business. Such report
shall be made regardless of whether any
operations or transactions occurred dur-
ing the month or portion of a month
covered thercin. The report for a month
or portion of a month in which business
is commenced or Is concluded shall be
conspicuously marked “Commencing Re-
port” or “Concluding Report”, respec-
tively. The original of the report shall
be submitted to the assistant regional
commissioner not later than the 20th
day of the month succeeding the month
covered therein, and the duplicate shall
be retained by the manufacturer. Each
report shall show, for the period covered,
the total quantity of cigars, cigarettes,
and manufactured tobacco:

(a) Manufactured,

(b) Received in bond,

(¢) Received by return to bond,

(d) Removed subject to tax,

(e) Removed in bond,

(f) Otherwise disposed of without de-
termination of tax,

(g) Disclosed by inventory as a net
overage or shortage, and

th) On hand, in bond, beginning of
and end of month.

(72 Stat. 1422; 28 U.S.C. 5722)
PACKAGES
§ 270.211 TPackage.

Al]] tobaceo products shall, before re-
moval subject to tax, be put up by the
manufacturer in packages which shall
be of such construction as will securcly
contain the products therein and main-
tain the mark and the notice thereon
as required by this part. No package of
tobacco products shall have contained
therein, attached thereto, or stamped,
marked, written, or printed thereon (a)
any certificate, coupon, or other device
purporting to be or to represent a ticket,
chance, share, or an interest in, or de-
pendent on, the event of a lottery, (b)
any indecent or immoral pieture, print,
or representation, or (¢) any statement
or indication that United Statecs tax has
been paid.

(72 Stat. 1422; 26 U.S.C. 5723)
§270.212 Mark.

Every package of tobacco products
packed in a domestic factory shall, be-
fore removal subject to tax, have ade-
quately imprinted thereon, or on a label
securely affixed thercto, the name of the
manufacturer removing such products
subject to tax and the location (by city
and State) of the factory from which
such products are to be so removed, or
the permit number of the factory from
which such products are to be so re-
moved: Provided, That the Director may
on application authorize a manufacturer
to mark packages of tobacco products
manufactured in and removed subject to
tax from any of his factories with only
the name of the manufacturer if the
factory of production is identified on
the package by a statement (e.g., manu-
factured in Richmond, Va.), symbol, or
other means (other than a permit num-
ber), approved by the Director.

(72 Stat. 1422; 28 U.S.C. 5723)

§ 270.213 - Notice for manufactured to-
bacco.

Every package of manufactured to-
bacco shall, before removal subject to
tax, have adequately imprinted thereon,
or on a label securely affixed thereto, the
designation “manufactured tobacco”,
“tobacco”, or “snuff” and the quantity,
by weight, of such product contained
therein.

(72 Stat. 1422; 26 U.8.C. 5723)
§ 270.214 TNotiece for cigars.

Every package of cigars shall, before
removal subject to tax, have adequately
imprinted thereon, or on a label securely
affixed thereto, the designation *‘cigars”,
the quantity of suc¢h product contained
therein, and the classiflcation of the
product for tax purposes, i.e., for small
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cigars, either “small” or “little”, and for
large cigars, the appropriate following
class designation which corresponds with
the rate of tax imposed by section 5701
(b) (2), LR.C.:

(a) “A. The ordinary retail price of
the cigars herein contained is intended
by the manufacturer to be not more than
215 cents each”;

(b) “B. The ordinary retail price of
the cigars herein contained is intended
by the manufacturer to be more than
2V, cents each and not more than 4 cents
each”;

(¢) “C. The ordinary retail price of
the cigars herein contained is intended
by the manufacturer to be more than 4
cents each and not more than 6 cents
each’”;

(d) “D. The ordinary retail price of
the cigars herein contained is intended
by the manufacturer to be more than 6
cents each and not more than 8 cents
each';

(e) “E. The ordinary retail price of
the cigars herein contained is intended
by the manufacturer to be more than 8
cents each and not morce than 15 cents
each”;

(f) “P. The ordinary retail price of
the cizars herein contained is intended
by the manufacturer to be more than 15
cents each and not more than 20 cents
each'; or

(2) “G. The ordinary retail price of
the cigars herein contained is intended
by the manufacturer to be more than 20
cents each”.

(72 Stat. 1422; 26 U.3.C. 5723)
& 270.215 Notice for cigurettes.

Every package of cigarettes shall,
before removal subject to tax, have ade-
quately imprinted thereon, or on a label
securely affixed thereto, the designation
‘‘cigarettes”, the quantity of such prod-
uct contained therein, and the classifi-
cation for tax purposes, i.e., for small
cigarettes, either “small” or “Class A",
and for large cigarettes, cither “large”
or ‘‘Class B”.

(72 sStat. 1422; 26 U.S.C. 5723)

EXEMPTION FROM TAXES ON 'TOBACCO
PRODUCTS

§270.231

A manufacturer of tobacco products
may furnish such products, without de-
termination and payment of tax, for per-
sonal consumption by employees in the
factory, in such quantities as desired.
Each employee may also be furnished,
for off-factory personal consumption,
not more than 5 large cigars or cigarettes,
20 small cigars or cigarettes, or 2
ounces of manufactured tobacco, by the
manufacturer, without determination
and payment of tax, on each day the em-
ployee is at work. For the purpose of
this section, the term ‘“employee” shall
include all persons who work for and re-
ceive compensation from the manufac-
turcr, or a parent, subsidiary, or auxil-
iary company or corporation of the man-
ufacturer, in the city, town, or village
where the tobacco products so furnished
to employees are produced. Such prod-
ucts furnished for off-factory consump-
tion shall be taken from the factory by
the employee on the day furnished.

Consumption by employces,
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Employees shall not sell, offer for sale,
or give away products so furnished to
them.

(12 Stat. 1418; 26 US.C. 5704)
§ 270.232 Experimental purposes.

A manufacturer of tobacco products
may use such produets, without determi-
nation and payment of tax, for experi=
mental (including testing) purposes in
his factory, in such quantities as desired.
When authorized by the assistant re-
gional commissioner a manufacturer may
also remove tobacco produets, in bond,
for experimental (including testing) pur-
poses outside his factory. Removal of
tobacco products under this section will
be authorized only for bona fide experi-
mental purposes, such as for use by pro-
ducers of machines designed to package
such products for testing and experi-
menting in the operation of these ma-
chines, or for wuse in laboratories,
hospitals, medical centers, institutes, col-
lepes, and universities, for scientific,
technical, or medical research. Tobacco
products may not be removed, under this
section, for such purposes as adverlising,
salesmen’s or customers’ samples, or for
consumer testing. An application to the
assistant regional commissioner for
authorization to remove tobacco products
in bond for experimental purposes shall
be by letter, in duplicate, and shall set
forth the name and address of the con-
signee, the kind and quantity of cigars,
cigarettes, or manufactured tobacco to
be removed, and the intended use of the
products. The manufacturer shall re-
tain, as part of his records, each authori-
zation of the assistant regional commis-
sioner for such removal of tobacco
products.

(72 Stat. 1418: 28 U.S.C. 5704)
§ 270.233 Transfer in bond.

A manufacturer of tobacco products
may transfer cigars, cigarettes, or manu-
factured tobacco, in bond, to the factory
of any manufacturer of tobacco products.
The transfer of tobacco products in bond
to the premises of an export warehouse
proprietor shall be in accordance with
the provisions of Part 290 of this chapter.

(72 Stat. 1418; 26 U.S.C. 5704)

§ 270.2314 Removal
United Stutes.
The removal of tobacco products, in
bond, for use of the United States, shall
be in accordance with the provisions of
Part 295 of this chapter.

(72 Stat. 1418; 26 U.S.C. 5704)
§ 270.235 Removal for export purposes.

The removal of tobacco products, in
bond, for shipment to a foreign country,
Puerto Rico, the Virgin Islands, or a pos-
session of the United States, or for con-
sumption beyond the jurisdiction of the
internal revenue laws of the United
States, shall be in accordance with the
provisions of Part 290 of this chapter.

(72 Stat. 1418; 26 U.S.C. 5704)

§ 270.236
tody.

The release of tobacco products from
customs custody, in bond, for transfer to

for wse of the

R
Release from customs cus-

the premises of a tobacco products fac-
tory, shall be in accordance with the pro=-
visions of Part 275 of this chapter.

(72 Stat. 1418; 26 U.S.C. 5704)

OTHER PROVISIONS RELATING TO TOBACCO
PRODUCTS

§ 270.251 Emergency storage.

In cases of emergency, the assistant
regional commissioner may authorize,
for a stated period, the temporary stor-
age of tobacco products at a place out-
side the factory without the application
for amended permit required under
§ 270.114, where such action will not
hinder the effective administration of
this part, is not contrary to law, and will
not jeopardize the revenue. Application
for authorization to so store tobacco
products shall be submitted to the as-
sistant regional commissioner by letter,
in duplicate. All tobacco products so
stored outside the factory shall be ac-
counted for in the records and reports
required under §§ 270.183 and 270.202 the
same as products within the factory.

(72 Stat. 1422, 1423; 26 U.S.C. 5722, 5741)
§ 270.252 Reduction to materials.

A manufacturer may reduce tobacco
products to materials without internal
revenue supervision. If the products
have been entered in the factory record
as manufactured or received, an entry
shall be made in such record of the kind
and quantity of cigars, cigarettes, or
manufactured tobacco reduced to ma-
terial, and of the quantity of tobbaco re-
sulting from the reduction. Where the
manufacturer intends to file claim for
allowance or refund of tax on such prod-
ucts he shall comply with the provisions
of 8§ 270.311 and 270.313.

(72 Stat. 1423; 26 U.S.C, 5741)
§ 270.253 Destruction.

When a manufacturer of tobacco
products desires to destroy such products
which have been entered in the factory
record as manufactured or received,
without salvaging the tobacco materials,
he shall notify the assistant regional
commissioner by letter, in duplicate, of
the kind and quantity of cigars, ciga-
rettes, or manufactured tobacco to be
destroyed, the intended method of de-
struction, and the date on which he de-
sires to destroy such products. The as-
sistant regional comimissioner may assign
an internal revenue officer to supervise
destruction of the products, or he may
authorize the manufacturer to destroy
such products without supervision by so
stating on a copy of the manufacturer’s
notice returned to the manufacturer.
When so authorized by the assistant
regional commissioner, the manufacturer
shall destroy the tobacco products by
burning complelely or by rendering them
unfit for consumption. Upon completion
of the destruction, the manufacturer
shall make an entry of such destruction
in his factory record, and where de-
struction without supervision is au-
thorized, shall record the date and
method of destruction on the notice
returned to him by the assistant regional
commissioner, which notice the manu-
facturer shall retain. Where the manu-

facturer intends to file claim for allow-
ance or refund of tax on such products
he shall comply with the provisions of
§§ 270.311 and 270.313.

(72 Stat. 1423; 26 U.S.C. 5741)
§ 270.254 Receipt into factory.

A manufacturer of tobacco products
may receive in bond into his factory any
tobacco products which he is authorized
under his permit to produce in that fac-
tory, and may also reccive any tobacco
products on which the tax has been de-
termined (including products on which
the tax has been paid). Tobacco prod-
ucts on which the tax has been deter-
mined which are so received shall be
segregated and identified as products on
which the tax has been determined.
Where the manufacturer intends to file
claim for allowance or refund of tax on
such products he shall comply with the
provisions of §§ 270.311 and 270.313.

TOBACCO MATERIALS
§ 270.261 Storage.

Tobaceco materials may be stored out-
side the premises of a tobacco products
factory, in the same region in which the
factory is situated, if an extension of
coverage of the bond for such purpose
has been approved by the assistant re-
gional commissioner. In cases of emer-
gency, the assistant regional commis-
sioner may authorize, for a stated period,
the temporary storage of tobacco ma-
terials at a place outside the factory
without such extension of coverage,
where such action will not hinder the ef-
fective administration of this part, is not
contrary to law, and will not jeopardize
the revenue. Application to so store to-
bacco materials shall be submitted to the
assistant regional commissioner by let-
ter, in duplicate, and where applicable,
such application shall be accompanied
by an extension of coverage of bond. All
tobacco materials so stored outside the
factory shall be accounted for in the rec-
ords required under § 270.182 the same
as materials within the factory.

(72 Stat. 1421, 1423; 26 U.S.C, 5711, 6741)
§ 270.262 Shipment or delivery.

A manufacturer of tobacco products
may ship or deliver tobacco materials,
in bond, to (a) a qualified dealer in to-
bacco materials; (b) a qualified manu-
facturer of tobacco products; (¢) a State
institution; or (d) any person for ex-
perimental or display purposes when au-
thorized by the assistant regional com-
missioner. A manufacturer of tobacco
products may ship stems and waste, in
bond, to any person for use by him as
fertilizer or insecticide or in the produc-
tion of fertilizer, insecticide, or nicotine.
Shipment or delivery of tobacco materials
to a forcign country, Puerto Rico, the
Virgin Islands, or a possession of the
United States, shall be In accordance
with the provisions of Part 290 of this
chapter. An application to the assistant
regional commissioner for authorization
to ship or deliver tobacco materials for
experimental or display purposes shall
be by letter, in duplicate, and shall set
forth the name and address of the con-
signee, the quantity of materials to be
shipped or delivered, and the intended
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use of the materials or the place where
they will be displayed, The manufac-
turer shall retain each authorization of
the assistant regional commissioner for
shipment or delivery of tobacco mate-
rials for experimental or display pur-
poses.

(72 Stat. 1418; 26 U.S.C. 5704)
§ 270,263 Fumigation.

Tobacco materials held by, released to,
or in transit to, a manufacturer of to-
bacco products may be taken, in bond,
to a person who is not qualified as a
dealer in tobacco materials or manu-
facturer of tobacco products, solely for
purposes of fumigation by such person
and returned or delivered to the manu-
facturer. Such tobacco materials shall
be covered by the bond of the manufac-
turer and shall not be regarded as hav-
ing been shipped or delivered by the man-
ufacturer but shall be accounted for in
the records required under § 270.182 the
same as materials within the factory.

(72 Stat. 1421, 1423; 26 U.8.C. 6711, 5741)
§ 270.264 Destruction.

When a manufacturer of tobacco
products desires to destroy tobacco mate-
rials other than stems and waste, he
shall notify the assistant regional com-
missioner by letter, in duplicate, of the
quantity of tobacco materials to be de-
stroyed, the intended method of destruc-
tlon, and the date on which he desires to
destroy such materials. The assistant
regional commissioner may assign an in-
ternal revenue officer to supervise the
destruction of the materials, or he may
authorize the manufacturer to destroy
such materials without supervision by so
stating on a copy of the manufacturer’s
notice returned to thc manufacturer.
When so authorized by the assistant re-
gional commissioner the manufacturer
shall destroy the tobacco materials by
burning completely or by rendering them
unfit for consumption. Upon comple-
tion of the destruction the manufacturer
shall make an entry of such destruction
in his factory record, and where destruc-
tion without supervision is authorized
shall record the date and method of de-
struction on the notice returned to him
by the assistant regional commissioner,
which notice the manufacturer shall re-
tain. A manufacturer of tobacco prod-
ucts who desires to destroy stems and
waste may do so in the same manner
without notification to the assistant
regional comniissioner.

(72 Stat. 1423; 26 U.S.C. 5741)
§ 270.265 Loss by theft or casualty.

Every loss of tobacco materials by
theft, or destruction by fire, casualty, or
act of God, while in the possession or
ownership of a manufacturct’ of tobacco
products, shall be reported to the assis-
tant regional commissioner and the facts
of such loss shall be established to his
satisfaction.

(72 Stat. 1422; 26 U.SC. 5722)

§ 270.206
tody.

Release from  customs cus-

The release of tobaceo materials from
sustoms custody, in bond, for transfer to
the premises of a tobacco products fac-

tory, shall be in accordance with the pro-
visions of Part 275 of this chapter.

(72 Stat. 1418; 26 U.S.C. 5704)

Subpart I—Claims by Manufacturers
GENERAL
§ 270.281

A claim for abatement of the unpaid
portion of the assessment of any tax on
tobacco products, or any liability in re-
spect thereof, may be allowed to the ex-
tent that such assessment is excessive in
amount, is assessed after expiration of
the applicable period of limitation, or is
erroneously or illegally assessed. Any
clalm under this section shall be pre-
pared on Form 843, in duplicate, and
shall set forth the particulars under
which the claim is filed. The original
of the claim, accompanied by such evi-
dence as is necessary to establish to the
satisfaction of the assistant regional
commissioner that the claim is valid,
shall be filed with the assistant regional
commissioner for the region in which
the tax or liability was assessed, and the
duplicate of the claim shall be retained
by the manufacturer,

(68A Stat. 792; 26 U.S.C, 6404)
§ 270.282 Allowance of tax.

Relief from the pnayment of tax on
tobacco products may be extended to a
manufacturer by allowance of the tax,
where the tobacco products, after re-
moval from the factory upon determina-
tion of tax and prior to the payment of
such tax, are lost (otherwise than by
theft) or destroyed, by fire, casualty, or
act of God, whilc in the possession or
ownership of the manufacturer who re-
moved such products, or are withdrawn
by him from the market. Any claim for
allowance under this scction shall be
filed on Form 2635, in triplicate, with
the assistant regional commissioner for
the reglon in which the products were
removed, and shall show the date the
tobacco products were removed from the
factory. A claim relating to products
lost or destroyed shall be supported as
prescribed in § 270.301. In the case of
a claim relating to tobacco products
withdrawn from the market, the sched-
ule, as provided in § 270.311, shall be
filed with the assistant regional com-
missioner for the rcgion in which the
products are assembled. The manufac-
turer may not anticipate allowance of
his claim by making the adjusting entry
in a tax return pending consideration
and action on the claim. Tobacco prod-
ucts to which such a claim relates must
be shown to have been removed on de-
termination of tax on the return cover-
ing the period during which such prod-
ucts were so removed. Upon action on
the claim by the assistant regional com-
missioner he will return a copy of the
Form 2635 to the manufacturer as no-
tice of such action, which copy, with
the copy of any verified supporting
schedules, shall be retained by the man-
ufacturcr. When such notification of
allowance of the claim or any part
thereof is received prior to thc time the
return covering the tax on the tobacco
products to which the claim relales is to
be filed, the manufacturer may make

Abatement of assessmenl,
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an adjusting entry and explanatory
statement in that tax rcturn. Where
the notice of allowance is received sub-
sequent to the filing of the return and
taxpayment of the tobacco products to
which the claim relates, the manufac-
turer may make an adjusting entry and
explanatory statement on the next sub-
sequent tax return(s) to the extent nec-
essary to take credit in the amount of
the allowance.

(72 Stat. 1419: 26 U.S.C. 5705
£270.283 Refund of 1ax.

The taxes paid on tobacco products
may be refunded (without interest) to a
manufacturer on proof satisfactory to
the assistant regional commissioner that
the claimant manufacturer has paid the
tax on tobacco products lost (otherwise
than by theft) or destroyed, by fire,
casualty, or act of God, while in the pos-
session or ownership of such manu-
facturer, or withdrawn by him from the
market, Any claim for refund under
this section shall be prepared on Form
843, in duplicate, and shall include a
statement that the tax imposed on to-
bacco products by Chapter 52, LR.C.,
has been paid in respect to the tobacco
products covercd by the claim, and that
the products were lost, destroyed, or
withdrawn from the market, within six
months preceding the date the claim is
filed. A claim for refund relating to
products lost or destroyed shall be sup-
ported as prescribed in § 270.301, and a
claim relating to products withdrawn
from the market shall be accompanied
by a schedule prepared and verified as
prescribed in §%270.311 and 270.313.
The original of the claim shall be filed
with the assistant regional commissioner
for the region in which the tax was paid.
or where the tax was paid in more than
one region, with the assistant regional
commissloner for any onc of the regions
in which tax was paid. The duplicatc
of the claim, with the copy of any veri-
fied supporting schedules, shall be re-
tained by the manufacturer,

(72 Stat. 1419; 26 U.8.C, 5705)
§ 270.284 Remission of tax Liability.

Remission of the tax liahility on to-
bacco products may be extended to the
manufacturer liable for the tax where
tobacco products in bond are lost (other-
wise than by theft) or destroyed, by fire,
casualty, or act of God, while in the
possession or ownership of such manu-
facturer. Where tobacco products are
so lost or destroyed the manufacturer
shall report prommptly such fact, and the
circumstances, to the assistant regional
commissioner for the reglon in which
the factory is located, and shall preparc
a claim on Form 2635, in triplicate,
setting forth the nature, date, place, and
extent of the loss or destruction. All
copies of the claim, accompanied by such
evidence as is necessary to cstablish to
ihe satisfaction of the assistant regional
eommissioner that the claim is valid,
shall be filed with the assistant regional
commissioner for the region in which
the factorv is located. Upon action on
the claim by the assistant regional com-
missioner he will return a copy of the
Form 2635 to the manufacturer as notice



of such action, which copy shall be re-
tained by the manufacturer.

(72 Stat. 1419; 26 U.9.C. 5705)

§ 270.285
stamps.

Tobacco products tax stamps which
have been spoiled, destroyed, or rendered
useless or unfit for the purpose intended,
or for which the manufacturer of such
products has no use, may be redeemed
by such manufacturer, Any claim for
redemption of stamps under this section
shall be prepared on Form 843, in dupli-
cate, and the original shall be filed with
the assistant regional commissioner, for
the region in which the stamps were pur-
chased, within three years after the
stamps were purchased from the Gov-
ernment, Stamps may be presented with
the claim or they may be destroyed under
internal revenue supervision, or salis-
factory evidence shall be submitted with
the claim showing the reason why they
cannot be so presented or destroyed.
Where the stamps are to be destroyed,
the manufacturer shall prepare a sched-
ule on Form 178, in duplicate, for the
stamps covered by the claim. When the
schedule has been prepared, tlle manu-
facturer shall request the assistant re-
gional commissioner to assign an infernal
revenue officer to verify the schedule and
supervise Lhe destruction of the stamps.
The original of the verified schedule shall
be returned to the manufacturer and be
altached to his claim, Form 843, when
filed. If required, the manufacturer
shall satisfactorily trace the history of
the stamps from their issuance to the
filing of his claim.

(684 Stat. B30, as amendled by 72 Stat, 1313;
26 U,5.C. 6805)

TosAcco PRODUCTS LOST Ok DESTROYED
§ 270.301

Where tobacco producls are lost
(otherwise than by theft) or destroyed,
by fire, casualty, or act of God, and the
manufacturcr desires to file a claim for
the tax on such products under the pro-
visions of § 270.282 or §270.283, he shall
indicate on the claim the nature, date,
place, and extent of such loss or destruc-
tion. The claim shall be accompanied
by such evidence as is necessary to es-
tablish to the satisfaction of the assistant
regional commissioner that the claim is
valid.

(72 5tat. 1419; 26 U.S.C. b705)

Claim for redempilion of

Action by cluimam.

ToBACCO PRODUCTS WITHDRAWN FFROM THE
MARKET

§ 270.311

Where tobacco products are with-
drawn from the market and the manu-
facturer desires to file claim under the
provisions of § 270.282 or § 270.283, he
shall assemble the products in or ad-
jacent to a factory if they are to be
returned to bond or reduced to malerials
and the resultant materials returned to
bond, or at any suitable place if they are
to be destroyed. The manufacturer shall
group the products according to the rate
of tax applicable thereto, and shall pre-
pare a schedule of the products, on Form
3069, in triplicate. All copies of the
schedule shall be forwarded to the as-

Action by claimant.

sistant regional commissioner for the
region in which the products are
assembled.

(72 Stat. 1419; 26 U.5.C. 5705)

§ 270.312 Action by assistamt regional
commissioner.

Upon receipt of a schedule of tobacco
products withdrawn from the market,
the assistant regional commissioner may
assign an internal revenue officer to
verify the schedule and supervise dis-
position of the tobacco products (and
destruction of the stamps, if any), or he
may authorize the manufacturer to
dispose of the products (and destroy the
stamps, if any) without supervision by
so stating on the original and one copy of
the schedule returned to the man-
ufacturer.

§ 270.313 Disposition of tobuceo prod-
ucts and schedule.

When so authorized, as evidenced by
the assistant regional c¢ommissioner’s
statement on the schedule, the manufac-
turer shall dispose of the tobacco pro-
ducts (and destroy the stamps, if any)
as specified in the schedule. After the
manufacturer has disposed of the pro-
ducts (and destroyed the stamps, if any),
he shall execute a certificate on both
copies of the schedule returned to him
by the assistant regional commissioner,
to show the disposition and the date of
disposition of the products (and stamps,
if any). In connec¢tion with a claim
for allowance the manufacturer then
shall return the original of the schedule
to the assistant regional commissioner
who authorized such disposition, who
will cause such schedule to be associated
with the claim, Form 2635. In connec-
tion with a claim for refund the manu-
facturer shall attach the original of the
schedule to his claim, Form 843, filed
under §270.283. When an internal
revenue officer is assigned to verify the
schedule and supervise disposition of the
tobacco products, such officer shall, upon
completion of his assignment, execute
a certificate on all copies of the sched-
ule to show the disposition and the
date of disposition of the products. In
conhection with a claim for allowance,
the officer shall return one copy of the
schedule to the manufacturer for his
records, and in connection with a claim
for refund, the officer shall return the
original and one copy of the schedule
to the manufacturer, the original of
which the manufacturer shall attach to
his claim, Form 843, filed under § 270.283.

(72 Stat. 1419; 26 U.S.C, 5T705)

Subpart J—Svuspension and Discon-
tinvance of Operations by Manu-
facturers

§ 270.331 Discontinuance of operations.

Every manufacturer of tobacco prod-
ucts who desires to discontinue opera-
tions under this part shall disposc of all
Lobacco malterials and tobacco products
on hand, in accordance with this part,
and make a concluding inventory and
concluding report in accordance with
the provisions of § 270.201 and § 270.202,
respectively. The manufacturer shall

surrender his permit, with such inven-

tory and report, to the assistant regionalﬂ

commissioner as hotice of such discon-
tinuance. The assistant regional com-
missioner may then terminate the
liability of the surety on the bond of
the manufacturer.

(72 Stat. 1422; 26 U.S.C. 5721, 5722)

§ 270.332  Suspension and revocation of
permit.

Where the assistant regional commis-
sioner has reason to believe that a manu-
facturer of tobaceo products has not in
good faith complied with the provisions
of Chapter 52, I.R.C.,, and regulations
thereunder, or with any other provision
of the IL.R.C., with intent to defraud, or
has violated any condition of his permit,
or has failed to disclose any material
information recquired or made any ma-
terial false statement in the application
for the permit, or has failed to maintain
his premises in such manner as to pro-
tect the revenue, the assistant regional
commissioner shall issue an order, stat-
ing the facts charged, citing such person
to show cause why his permit should not
be suspended or revoked. Such citation
shall be issued and opportunity for hear-
ing afforded in accordance with Part 200
of this chapter, which part is applicable
to such proceedings. If the hearing
examiner, or on appeal, the Director,
decides the permit should be suspended
or revoked, the assistant regional com-
missioner shall by order give effect to
such decision.

(72 Stat. 1421; 26 U.S.C, 5713)

[F.R. Doc, 61-8363; Flled, Aug. 30, 1961;
8:55a.m,]
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